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Measured Lighting 


Thousands of offices, factories and stores agree that 


modern sight-saving lighting is a potent factor in business success! 


Better lighting helps rent 35,000 sq. feet of office space 
CHICAGO, ILL.—Better lighting, based on the 


science of seeing and combined with a new scheme of 
office wall decoration, was largely responsible for rent- 
ing 35,000 square feet of office space in the Marquette 


Building, according to Building Manager Earle Shultz. 


Sales increase immediately 


PITTSBURGH, PA.—After the 1936 flood in Pitts- 
burgh, Rosenbaum’s department store renovated its 
main floor and put in modern lighting. Sales increased 
immediately and have been going up ever since. Pres- 
ident B. B. Croup says, ‘“The new lighting has been a 
large factor in this business increase.”” 


o you know whether the light- 
D ing in your bank, or in offices, 
plants and stores in which your 
bank is financially interested is an 
asset or a liability? 

Modern sight-saving lighting at- 
tracts customers and increases 
employee morale and efficiency. 
Frequently a few simple, inexpen- 
sive changes in the present lighting 
system can work wonders. And 
contribute to profits as well. 

Most electric service companies 
are equipped with trained lighting 


Night-time production 
CLEVELAND, O.—A modern lighting 


pany’s plant has increased night production 


experts who can quickly tell yoy 
whether present lighting meets 
modern safe seeing standards. 
Why not phone your electric 
service company today? Ask them 
for a free Light Meter checkup, 
Remember, the first essential in 
any lighting installation is to use 
good lamp bulbs. Ask for the new, 
brighter 1937 Mazpa lamps made 
by General Electric. They stay 
brighter longer. General Electric 
Company, Department 166, Nela 


Park, Cleveland, Ohio. 


on daytime basis 


installation in the Aetna Rubber Com- 
more than 26% and decreased spoilage 


30%, according to General Manager E. J. Malek. In addition the factory is much 


more cheerful and safer to work in than form 


New lighting speeds sales 
NEW YORK, N. Y.— The Whelan 


Drug Company store at Broadway and 
42nd Street reports that their new lighting 
installation gives merchandise greater sales 
appeal. It also helps speed sales because 
customers can appraise the merchandise 
more quickly and easily. 


GENERAL @ ELECTRIC 


1erly. 


Measure lighting with the 
G-E Light Meter 


This new General Electric Light Meter meas 
ures light as simply as a thermometer meas 
ures temperature. Costs only $11.50. 
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The Condition of BUSINESS 


BREATHING SPELL. Current business opinion is a mixture 
vfanxiety and optimism in about equal parts. There is a 
airly general expectation of lower activity throughout the 
summer, coupled with earnest hope that the advance will be 
resumed in the Autumn. 

A seasonal pause during the next two or three months is 
jormally to be expected, especially in view of the rapid ex- 
pansion of the past year. A breathing spell should have some 
sod results, if only to permit events in Washington to shape 
themselves, for it has come to be a habit with business lead- 
es to watch developments in the capital as a key to the 
jyture. The N.R.A. and A.A.A. are restless wraiths. 

There is notably less disposition than ever before to avoid 
the realities of the Federal budget situation and business 
yems in a mood to face the prospect of higher taxes as 
inevitable. There is little encouraging in either the relief or 
bor situations and our lack of headway toward a long term 
slution of these problems is part of the dark side of the 
picture. 

Prices Now. In March there were fears of a boom while 
in May there was concern about the possibility of a sharp 
recession, but in neither case has such anxiety been fully 
justified. Whatever tendency there has been toward an 
inflationary condition in this country appears to have been 
checked for the time being. The abnormal rise in security 
and commodity prices was not only halted, but a consider- 
able decline occurred. 

The average price of high grade stocks receded approxi- 
mately 15 points between the middle of March and the mid- 
dle of May, while the commodity price index fell to the mid- 
February level. This is a decline of nearly 10 per cent. In 
both cases the change was influenced by prices and conditions 
abroad, although the determining factors and psychology 
were domestic. 

Prices AHEAD. Naturally the question in the minds of 
business men has been whether the decline is a temporary 
correction of a topheavy price structure or reflects an ad- 
verse trend that can be expected to continue for some time. 
One answer to this is the outlook for abundant crops. This 
would seem to eliminate the possibility of any abnormal rise 
in prices for farm products, especially grain and cotton. 

Higher prices for manufactured products, on the other 
tand, have led to an increased production and better balance 
ofsupply and demand. As long as these prices remain at their 
present level or in that vicinity there is little question but 
that industry can meet all demands upon it. It can even do 
better, because the prospect is that it could meet all current 
demands with capacity to spare. This introduces another 
tement of uncertainty in the situation because along with 
the general tendency of business to move at a slower pace, 
there are signs of a declining demand, although nearly all 
— are still operating at or near capacity on current 
orders, 

Buyer’s MARKET. There has not been any widespread 
tendency to cancel orders but new orders are not being 
placed in the same volume as earlier this year. A few weeks 
4g0 it was a seller’s market. At present buyers are holding 
if because they are uncertain about the immediate future. 
‘sa result the market has turned distinctly to the buyer’s 
advantage. 

Taz Treasury’s NEEps. The banking and credit situa- 
lon continued to be dominated by Government financing. 
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Since the announcement of increased reserve requirements 
there has been considerable shifting in bank holdings of 
Government securities. Whether this was due primarily to 
the change in reserve requirements or to other reasons prob- 
ably is beside the point but the figures reflect significant 
changes and furnish support for either theory. 

Between the end of December 1936 and May 5, 1937, the 
reporting member banks reduced their total loans and in- 
vestments by $691,000,000. They reduced their holdings of 
direct Government obligations from $9,241,000,000 to 
$8,334,000,000 and of guaranteed obligations from $1,238,- 
000,000 to $1,165,000,000, the total shift marking a reduc- 
tion of $980,000,000 in such securities. They also reduced 
their holdings of other securities by $55,000,000. On the 
other hand they increased their loans on securities by 
$69,000,000, their loans to banks by $62,000,000, their ac- 
ceptance and commercial paper by $30,000,000, loans on real 
estate by $1,000,000, and miscellaneous loans by $182,- 
000,000. 

It is significant that in the week following the incidence of 
the increased reserve requirements some of the leading metro- 
politan banks returned to bond buying and increased their 
holdings of Treasury obligations. Since then the bond situa- 
tion has continued unsettled with a general tendency toward 
further liquidation of bank holdings. 

SEcuRITY Prices. Hesitancy in business has been ac- 
centuated by the decline in stocks. The latter reflects in part 
the drop in security and commodity prices abroad which 
assumed the proportions of a major downward movement. 
Undoubtedly, also, public psychology was influenced by the 
statement of the President that certain prices were too high 
and security speculation was hazardous. Since most business 
men are inclined to look upon the price level of stocks as a 
business barometer, the decline in quoted values on the 
security exchanges has had an influence on general business 
prospects which is probably not justified by actual conditions. 

INDUSTRIAL PRODUCTION. Steel activity was maintained 
around the highest level for several years. The industry has 
good prospects for third quarter activity but faces the fact 
that new orders are dropping off. Automobile production 
has reached a new seven-year high. Lumber production 
reached its peak for the year. Iron ore shipments have been 
heavy, in some fields breaking all records. Freight car load- 
ings, stimulated by heavy ore and automobile shipments, 
reached the highest point of the year. Leather consumption 
is reported as at a 15-year high, the largest since 1922. Tex- 
tile production continues on a boom basis, consumption of 
raw cotton by the mills in April amounting to 779,000 bales 
as compared with 664,000 in March and 551,000 a year 
previous. 

Output of petroleum products, coal and electric power has 
continued to gain, the output of power tending to slow up 
somewhat. Machine tool orders in March reached an index 
point of 211.6 as compared with 165.2 in February and 105.3 
a year previous. Engineering and building contracts in- 
creased in April over March, the latter being characterized 
by a rising proportion of private over public construction 
and a large increase in residential construction. The April 
record of home construction was the best in seven years. 

Retail sales, while adversely affected by unseasonable 
weather conditions, have been running about 12 per cent 
above the volume of a year ago. 


Lesson from 


HE greatest pitcher in the world is likely to 
find himself suddenly in difficulty. 
That’s the reason for the “‘bull-pen”. Every 
manager makes it a point always to have pitchers 
in reserve—warmed up and ready to help out in 
the pinches. 

That policy is, we believe, one that a man 
should follow in managing his financial affairs. 
And in our opinion, the most important aids to 
any man’s financial security are these: (1) a bank 
account, (2) life insurance, and (3) a Living Pro- 
tection reserve. 


the bull-pen 


Living Protection is simply a plan by which 
people can accumulate systematically certain 
amounts of money. It makes the putting aside of 
small sums regularly, a habit. And it has taught 
this habit so successfully that over $64,000,000 
have been disbursed to contract holders in the 
past ten years. 

Since its beginning, Investors Syndicate has 
maintained a record of prompt payment of every 
obligation. And every year of its existence, the 
resources of Investors Syndicate have increased, 
through good times and trying times alike. 
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faciliti 
Investors Syndicate agency offices liti 

in 172 leading cities, including: accom! 
New Yorkt Boston - Philadelphia Cleve’ @Mpu 


INVESTORS SYNDICATE 


Established 1894 


Chicago Atlanta - Houston St Louis 
i * ancouve Vo 
to financial security Toronto Montreal ee 
Home Office: Minneapolis, Minn. Prentiss J 
tOffice Investors Syndicate Title and Guaranty Co. san Franc 
*Office Investors Syndicate, Ltd., Canada 1 * 1909, a 
These companies are affiliates of Investors Syndicate ine eXcepy 
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Graduate School Commencement 


By LEWIS E. PIERSON 


E Graduate School of Banking, sponsored by the 
American Bankers Association, this month opens its 
third resident session, increases its enrolment to the 

maximum of 600 students, and graduates its first class of 
nearly 200 bankers. Thus the forthcoming fortnight of study 
at Rutgers University, beginning June 21, is particularly 
significant, marking the school’s arrival at academic matur- 
ity and its firm establishment as an institution of service to 
banks and their communities. 

Preparations for the busy two weeks on the pleasant 
Rutgers campus have been virtually completed. They in- 
dude, of course, plans for the first commencement exercises, 
to be held on the evening of July 2 in the Rutgers gymna- 
sium, and for the oral examination of candidates for the 
diploma the school is awarding to bankers who complete the 
full curriculum. 

Chronologically, these tests come first; they are being 
given beginning Saturday June 19. The examinations are to 
be conducted in somewhat the same manner as the tradition- 
aly rigorous test for advanced degrees, except that they 
will be confined to the banking field. 


THE FINAL EXAMINATIONS 


EACH graduating banker who has written a satisfactory 
thesis, done the home study work, and who is to finish the 
third resident session, will present himself at a prescribed 
time before the examining board. This body will comprise 
members of the school faculty and three state banking super- 
intendents: Honorable Carl K. Withers of New Jersey, 
Clyde M. Davis of New Hampshire, and S. H. Squire of 
Ohio. These three officials are well known for their interest 
in banking education. 

Although the questions will largely concern the subject 
matter of the candidate’s thesis, the examiners also will be 
interested in learning his general concepts of the banking 
profession, particularly with regard to its relationship to 
other parts of modern economy. 

The formal opening of the third resident session takes 
place Monday evening, June 21, also in the university 
gymnasium. Tom K. Smith, President of the American 
Bankers Association, will speak, and a welcome will be ex- 
tended to the some 200 bankers who are attending the school 
for the first time. These men, members of the class which 
will be graduated in 1939, are coming from all parts of the 
United States; indeed, before registration closed, entering 
students had been accepted from 37 states and the District 
of Columbia. 

_To accommodate the larger student body additional 
lacilities are being placed at the school’s disposal. Living 
accommodations for the bankers on and near the Rutgers 
‘ampus are to be increased, and classroom space in the 


M 


university buildings is also being augmented. As has been 
previously announced, five new instructors are joining the 
faculty. They are Kenneth C. Bell, second vice-president, 
The Chase National Bank, New York; W. Randolph Bur- 
gess, vice-president, Federal Reserve Bank of New York; 
William A. Irwin, professor of economics, Washburn College; 
Albert S. Keister, professor of economics, The Woman’s 
College of the University of North Carolina; and William 
H. Neal, vice-president, Wachovia Bank and Trust Com- 
pany, Winston-Salem, North Carolina. 

Those of us who have been closely associated with the 
school since it was established in the Summer of 1935 feel 
that the first commencement is an important event in the 
progress of adult education. Never before have mature, ex- 
perienced bankers gone to school in this manner. The average 
age of the graduate school students is 39 years. Some have 
given up their vacations to come to Rutgers at their own 
expense; many have travelled thousands of miles. Many are 
senior bank officers—presidents, vice-presidents, cashiers, 
auditors, treasurers, secretaries. 

In their first few days at the opening resident session two 
years ago they learned that the school was a place of hard 
work and that the amount of work a man could do was lim- 
ited only by his willingness and capacity. But they came 
back for the second year, and are returning again for the 
third. These first graduates found the school something of 
an experiment. They leave it an institution. 


194 WILL RECEIVE AWARDS 


FULL details of the commencement program have not been 
worked ovt as this is written, but the exercises will be simple. 
It is expected that 194 men will receive their academic 
awards from the chairman of the board of regents in the 
presence of the student body and distinguished guests, in- 
cluding representatives of Rutgers University, which has 
cooperated so helpfully in the organization and administra- 
tion of the school. 

The faculty had planned to award diplomas with distinc- 
tion, but this idea was rejected at a meeting held last April 
and it was decided to make two kinds of recognition. To each 
man who completes the full course—three resident sessions, 
months of home study, an accepted thesis and the oral 
examination—the school will give its diploma. Men who 
have limited their work to the three resident sessions will 
receive certificates of attendance. The first group, however, 
is in the majority. 

Dr. Harold Stonier, Director of the School and Educa- 
tional Director of the American Bankers Association, will 
preside at the graduation exercises. The speaker of the 
evening will be Dr. Francis P. Gaines, president of Washing- 
ton and Lee University. 
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Moody’s Supervisory Service has been built on the principle 
that “your bank is different”... that machine-made, carbon- 
copy investment counsel can be of little use in solving your 


bank’s investment problems. tion of 


most s 
That is why, when you subscribe to Moody’s Supervisory gests 2 


Service, your needs for income and liquidity ... your seasonal gains ¢ 
needs for cash . . . the amount and character of your deposits Insure 


and loans... your loaning policy and many other factors will oe 
be considered. vlan 
Then—and only then—can your bank’s personal counsellor mere | 
apply the findings of Moody’s staff of security analysts to the . me 
particular requirements of your institution and map out an as 
investment program that will give the income, security and subst 
liquidity your bank needs. obtain 


We should like to show you or your directors just how 
Moody’s Supervisory Service can help your bank—how 
inexpensively you can obtain the protection you seek. Your 
inquiry involves no obligation. 


MOoDYS INVESTORS SERVICE 
JOHN MOODY, President 
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NEW BOOKS 


Taxpayers and ‘Taxmakers 


public concern over taxation—encouraging if for no 

other reason than that a lively interest in any public 
issue stimulates discussion, sharpens constructive criticism, 
and facilitates solution. In the case of taxes, the more that is 
sid, written and read about them, the better equipped we 
shall be to handle the complexities of public finance. 

An outstanding contribution to the subject of American 
taxation is the study Facing the Tax Problem (Twentieth 
Century Fund, Inc., New York, $3). This volume represents 
the fruits of nearly two years of research under auspices of 
the Fund’s special committee on taxation. It is a survey of 
our present tax system and it offers a program for the future. 

The book was planned to give the general public a work- 
ing knowledge of the present tax setup, how the various 
forms of taxation fulfill the tests that can be applied to 
them, and what should be done to improve the system. 
The research work was conducted by 20 tax specialists under 
the direction of Professor Carl Shoup of Columbia Univer- 
sity, assisted by Dr. Roy Blough of the University of Cin- 
cinnati and Dr. Mabel Newcomer of Vassar College. This 
staff compiled the factual and analytical parts of the book, 
as well as some recommendations. These findings were 
studied by the special committee which in turn prepared de- 
tailed conclusions on the more pressing problems of taxation. 
Thomas I. Parkinson, president of the Equitable Life Assur- 
ance Society, was committee chairman. 

Among the committee’s recommendations are repeal of 
the undistributed profits tax, fundamental revision of the 
corporation normal income and excess profits taxes, reduc- 
tion of payroll taxes, and termination of all chain store and 
most sales taxes. In place of these taxes the committee sug- 
gests a broader personal income tax base; taxation of capital 
gains on an accrual basis and a constitutional amendment to 
insure the tax’s legality; preparation for a “genuine” excess 
profits tax with high progressive rates; and heavier reliance 
on death and gift taxes. The recommendations are offered 
primarily “‘to make the present system more equitable and 
more effective.”” The changes are not suggested with a view 
to raising additional revenue, for the committee did not 
regard the question of whether these were needed as coming 
within its province. Nevertheless, it does recommend that if 
substantial increases in revenue are needed, they should be 
obtained by increasing the income tax rates in the middle 
brackets and by higher death and gift levies. 

The book’s value and interest, however, are not limited to 
the committee’s report, for the survey by the research staff 
is particularly competent. The analysis of the tax system’s 
alms contains much valuable material. 

Not all the conclusions or recommendations in Facing the 
Tax Problem will find general acceptance; nevertheless 


the book can be read profitably by the taxpayer and the 
taxmaker. 


Rime years have seen an encouraging increase in 


* * * 


Another book about taxes appeared just about the time of 
the first quarterly settlement with the Internal Revenue Bu- 
eau. It is Scientific Tax Reduction (Funk & Wagnalls, New 
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York, $7.50), by Howe P. Cochran, who has prepared a 
guide, handbook, and text covering theory, practice and 
procedure in Federal income, gift and estate taxes. An unus- 
ual feature is a section presenting practice cases on income 
and estate taxes, showing the various steps in the progress 
of a tax controversy from preparation of the return to final 
court settlement. 
* * * 

A thoughtful little book on a widely discussed subject is 
C. Alison Scully’s The Purchase of Common Stocks as Trust 
Investments (Macmillan, New York, $1). Mr. Scully, vice- 
president in charge of the trust department, Bank of the 
Manhattan Company, New York, was a lawyer before he 
became a trust man, and legal aspects of his thesis receive 
due consideration. 

In general, the author believes that “trustees should be 
permitted to buy common stocks for trust funds, but the 
purchase must be supported by considered judgment and 
sound opinion.” Also, it “must be an investment in the true 
sense of the word and not a speculation.” Under conditions 
that have pertained since devaluation “it may fairly be said 
that sound investment opinion abundantly sustains the pur- 
chase of properly selected common stocks as trust invest- 
ments”—a statement that is duly amplified. But, Mr. 
Scully warns, the purchase of common stocks as trust invest- 
ments is a policy for the trustee who is an experienced 
investor. 

* * * 

Co-maker loans, modernization credits, industrial bank- 
ing, chattel loans and automobile financing are among the 
types of credit considered by Howard Wright Haines, 
cashier of the First State Bank of Kansas City, Kansas, in 
Profits and Problems in Small Loans (Bankers Publishing 
Company, Cambridge, Massachusetts, $3.50). Mr. Haines 
has had a wide experience in developing and supervising 
small credits in commercial banks, and his book supplies 
much information. An interesting feature of the volume is 
the digest of bank opinion on personal credit plans. 


* * * 


Books in Brief 


The El Salvador Bondholders Protective Committee. By Fred 
Lavis, with the collaboration of Douglas Bradford. An ac- 
count of the committee’s operations during five years of 
“cooperative effort in readjustment and rehabilitation.” 
Mr. Lavis is a committee member and Mr. Bradford is 
secretary. 

International Monetary Issues. By Charles R. Whittlesey. 
(McGraw-Hill, New York, $2.50.) The author, associate 
professor of economics at Princeton University, believes 
there should be no attempt to set final levels for exchange 
rates. The fundamental monetary issue is a choice between 
rigid stabilization and policies allowing a flexibility that will 
let rates adjust themselves to currency purchasing power. 
Mr. Whittlesey thinks the second alternative is probably 
preferable. 


Many Banks Will Find 
This Chart Useful 


erent designed particularly for indi- 
vidual accounts, this chart will also serve 
the purpose of banks whose investment port- 
folios are not too extensive. Through the use 
of additional forms, it can be adapted to larger 
situations. Also, the manner in which the 
chart is planned will serve as a guide to banks 
who are seeking to devise a form of analysis to 
fit their own needs. 


This chart provides a composite picture of 
investment holdings — shows diversification by 
type and location, tax-exempt status, how ma- 
turities are distributed, etc. Its use may reveal 
where some changes are advisable — or indi- 
cate, in a general way, how new investments 
should be selected to fit in with the other 
holdings. 


Primarily for bonds, this chart can be used 
for stocks, mortgages, and other types of in- 
vestments. A copy will be mailed to you upon 
request without obligation. Ask for Analysis 
Chart KC-67. 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 S. LaSalle Street « NEW YORK, 35 Wail Street 
AND OTHER PRINCIPAL CITIES 


Telephone Relations 


| _ has been heard in recent months on the subject of 


public and customer relations. Educational pr 
executive conferences, employee training in customer con- 
tacts, sales methods—all of these have been advanced and 


_ discussed as means of increasing public good will anda more 
| widespread acceptance of banking facilities and services, 


Seldom, however, is there mention of one constant and 
vital public contact, the unseen voice of business—the tele. 
phone. An important part of our business is transacted oyer 


_ the telephone and the way in which these contacts ap 


handled has a direct bearing on our success. 
Innate courtesy prompts a friendly and considerate at. 
titude toward callers in person, but few of us give sufficient 


| thought to our telephone manners, with the result that we 
| unintentionally destroy the good will of patrons we are 


endeavoring to cultivate in other ways. And this applies as 


| much, or more, to the bank officer as it does to the clerk or 
| telephone operator. 


Here are a few essentials in the handling of telephone calls 
which will make friends for the bank: 

Answer all calls promptly. Nothing is more irritating than 
to be kept waiting after a call is placed. If you are making 
the call through your operator, remain at your desk to.take 
the call immediately. Do not waste the time of the person 
called while you are being located. 

Answer by giving your name and the name of your depart- 


| ment. In place of the old-fashioned “Hello”, say “Book- 


keeping Department—Mr. Jones speaking”’, or just “Mr. 
Smith speaking” if you were asked for. 

Give your whole attention to the telephone conversation, 
Visualize the one to whom you are talking and your mind 


| will not wander. Do not try to listen and read at the same 
| time, or do other things while carrying on a conversation. 


Speak clearly, naturally and directly into the transmitter, 
and show interest by the tone of your voice. Do not mumble 


| or attempt to talk with a cigar or cigarette in your mouth. 


Be ready with pad and pencil. Make a note of the call and 
the main points of the conversation. It is much easier to 
forget a phone call than it is a personal one. 

Handle a call and obtain necessary information yourself, if 


| possible. It is annoying having to repeat a story to two or 
| three different parties. 


Do not keep a person waiting while you seek required in- 


| formation. Take his number, tell him you will call him back 
| —then be sure to do so, as soon as possible. 


Signify the end of a conversation by saying “Goodbye”, 
then gently replace the receiver on the hook. Nothing is 


| more aggravating than an abrupt slam of the receiver in 
| your ear. 


When leaving your desk, tell your secretary or the operator 


_ where you can be reached or what time you will return. “I 


don’t know where he is or what time he will be back” makes 
anything but a good impression. 

Do not monopolize the conversation. Give the caller an 
opportunity to present his views. Listen attentively, don’t 
interrupt, don’t be impatient and don’t argue. 

Today, telephone selling has become a fine art. An em 
ployer of telephone salesmen says that an expert must have 
a well modulated voice, pleasing manners, tact and courtesy, 


| clarity of expression and the ability to smooth out misut- 


derstandings. In this new era, when banking facilities and 


| services must be sold in competition with many other finat- 


cial agencies, we must all be telephone salesmen.—A. F. 
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@ @ @ you’ve been calling on us about five years now, Tom... 
and yet I don’t believe you’ve ever “sold” us anything. Every 
time you come in you have a real suggestion. Remember the 
day you had a plan for fidelity bonds on all our field men in- 
stead of just the executives? I didn’t agree with you... but I 
wasn’t looking far enough ahead... and you were. As it turned 


out, you were right as rain. 


And when we put in our new high pressure boilers, you scarcely 
mentioned insurance ... but insisted that, now we had good 
boilers, we should keep them good by regular expert inspec- 
tion... and told me why your company’s engineers were quali- 


fied for that job. After awhile we just came to depend on you. 


Sure, you got business from us, plenty of it. But it wasn’t 
high pressure salesmanship that did it. It was just that you 
knew your business...and our business. I didn’t always feel 
this way. Years ago I thought an insurance agent just sold a pol- 


icy and collected his commission. But it’s a lot more than that. 


You think for your clients, and plan ahead and consider 


what’s best for them. That’s more than selling, Tom. And I 


want you to know that we know...and that we appreciate it. - 


The Maryland Casualty Company, Baltimore, has 10,000 
agents, throughout the United States, Alaska, Canada, Cuba, 
Puerto Rico, the Canal Zone and Hawaii, who plan ahead 
for their clients. It is their job to prove that unforeseen 


events need not change and shape the course of your affairs. 
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THEME OF TOMORROW 


THE MARK OF WISDOM IS TO READ ARIGHT THE PRESENT, AND MARCH WITH THE OCCASION.—Homer 


tins functions and forecasts only 
on the sound basis of fact, experience 


and ability. 


Many of our hundreds of Bank Clients have sent 
their unsolicited comments. One prominent Banker 
wrote: “Through this service we have improved the 
quality of our holdings materially and their sugges- 
tions from time to time are conservative. We believe 
their method of grading is beyond comparison with 
any other service”. (Name on request) 


& 


On the record phenomenal of Bondex another 
Banker wrote: “One of the many features of your 
plan that impresses me particularly is that when you 
make a suggestion or recommendation you furnish 
me a break-down of the particular issue in question 
as do most other services, but you also, through your 
Bond Index, give me a break-down of all comparable 
issues so that I can see clearly the basis of your con- 
clusions”. (Name on request) 


Bankers, Trust Company Officers, Investment Ac- 
count Managers and others acting in a banking 
or fiduciary capacity are invited to send for a 


specially prepared Typical Bank Portfolio Analysis. 


THEME CENTER Your copy of this Typical Portfolio Analysis 
New York World’s Fair 1939 merely awaits your request. No obligation. We 
will also send recent Supplementary Bulletins. 


One of America's GSoundest 
Investment Ad visoty Institutions 


1 EAST 57th STREET NEW YORK 
120 SO. La SALLE STREET, CHICAGO 
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WASHINGTON BRIEFLY 


Washington, D. C. 
HICHEVER WAY the subject is 
turned, twisted or torn apart by 
analysis the business situation of the 
country is found to rest upon balancing 
the budget; balancing the budget de- 
pends upon economy; economy hinges 
upon relief; relief is a matter of politics. 
* * * 


A BLANKET Cut of 10 per cent in all 
appropriations is easily proved to be 
impracticable. The scheme to impound 
{5 per cent or some similar proportion 
of all appropriations and release the 
pool only on direct authority of the 
President is equally impracticable, even 
if it would effect economies, which is 
doubtful. Possible economies in actual 
administrative outlays at best are small 
—too small to affect the budget situa- 
tion materially. 

* * * 


IN THE MATTER OF UNEMPLOYMENT 
RELIEF, wherein real economy is possi- 
ble and imperative, the Congressman is 
faced with the necessity of deciding 
whether he can afford to meet the politi- 
cal opposition of relief recipients, their 
friends, relatives and dependents, in 
case he votes as his conscience and bet- 
ter judgment dictate. 


* * * 


IN THE FIRST SHOCK of the economy 
program, Secretary Wallace decided 
that the “ever normal granary” plan 
and some other features of the an- 
nounced policy of the Government 
would have to be abandoned. Members 
of Congress, however, did not seem to 
look at the matter in the same light. The 
leading farm organizations of the coun- 
try combined on a program to set up 
a revised and Supreme Court-dodging 
AAA. 


* * * 


CONTINUED PRODUCTION CONTROL, a 
hew system of benefit payments and 
commodity loans to cover the storage 
of crops in line with Secretary Wal- 
lace’s normal granary plan are the chief 
characteristics of the present plan. A 
flexible tariff arrangement to admit 
foreign farm products in case of domes- 
tic shortages and shut them out at other 
times—is also included. 


* * * 


ONE THING, HOWEVER, SEEMS EN- 
COURAGING to the budget balancers. 
There is a growing feeling in Congress 
that states can do the relief job better 
than the Federal Government. There is 
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increasing probability that the relief 
measure this year will be the last based 
upon direct Federal spending. 


* * * 


THE SOCIAL SECURITY ACT may yet 
be modified this session. The point of 
attack is the huge reserve feature. It is 
unlikely that any attempt at this time 
to include farm and domestic workers 
in the general scheme will be successful, 
but the reserve feature is anybody’s 
meat. 

The impracticability of the reserve 
strikes the financier. The unwisdom of 
taking so much money from employees 
as well as employers appeals to both. 
Since general taxes must soon be in- 
creased there is a feeling in Congress 
that perhaps it would be well to let up 
on the employer-employee tax lest the 
burden become too heavy for employer- 
employee patience, especially employee 
patience. 


* * * 


APPARENTLY THERE IS NO REASON 
why the Administration should object 
to the plan, since the rate of employer- 
employee taxation is twice what the 
Administration itself proposed. Then, 
too, the whole social security undertak- 
ing is still in the experimental stage of 
development. The elimination or modi- 
fication of the reserve feature would be 
easy if it were not that Congress is loath 
to open up the whole question and re- 
lease a Pandora’s box of troubles. 


* * * 


THE GOVERNMENT’S WORRY over the 
bond ‘situation has two aspects—that 
relating to its own financing and that re- 
lating to the deflationary business situ- 
ation. There are two good reasons why 
it held off the announcement of its June 
financing plans until the last moment 
practicable. One reason was uncertainty 
what the demands upon the Treasury 
would be; another was doubt about 
what rate of interest would be called 
for and what form of security would 
best meet the Government’s require- 
ments. 


* * * 


THERE IS AN ISSUE of $226,838,000 
of 2% per cent Unemployment Trust 
Fund certificates of indebtedness which 
matures on June 30, while Treasury 
bills of a little over $250,000,000, in ad- 
dition to the usual weekly maturity of 
$50,000,000, will fall due around the | 
middle of the month. 

(CONTINUED ON PAGE 11) 


— your checks are the princi- 
pal connecting link between 
your customers and your bank. 


How can you make the relation- 
ship more friendly, more stable? 


One way is through encouraging 
personalized checks. Checks with 
the customer's name thereon be- 
come much more important to him. 


They add prestige to his transac- 
tions — provide additional identifi- 
cation — facilitate cashing — make 
him more check conscious — more 
friendly to your bank. And they 
save your bank money. 


We're geared to supply person- 
alized checks at exceedingly mod- 
est prices, and execute orders of 
200 or more promptly. 


One very popular pocket style — 
the “Handy” — includes leather 
cover and 200 checks, imprinted 
with customer's name and address, 
numbering, check register and de- 
posit record — all for $2.25. Glad 
to give you further information. 


CHECK PRINTERS /WC, 


Lithographers and Printers 


Plants at 
CHICAGO CLEVELAND KANSAS CITY 
NEW YORK ST. PAUL 
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GENERAL MOTORS ACCEPTANCE CORPORATION 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles: 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning: 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


GENERAL 
MOTORS 


INSTALMENT 
PLAN 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - BRANCHES IN PRINCIPAL CITIES 


‘INSURANC 


DIRECT 
ROUTE 


for 
collection of 
items on the 


MID-SOUTH 


ue FIRST 
NATIONAL BANK 


OF MEMPHIS 
Memphis, Tenn. 


FEDERAL INTERMEDIATE 
* CREDIT BANK * 


CONSOLIDATED DEBENTURES 


Exempt from Federal, State, Municipal 
and Local Taxes 


Authorized by an Act of Congress approved 
March 4, 1923 As Amended 


Consolidated debentures are the 
joint and several obligation of 
the twelve Federal Intermediate 
Credit Banks. 

Eligible up to six months’ ma- 
turity for purchase by the Federal 
Reserve Banks and are acceptable 
as collateral security for fifteen 
day loans to member banks of 
the Federal Reserve System. 


Consolidated debentures are legal 
for investment by savings banks 
in the State of New York. 


Eligible as security for all fidu- 
ciary, trust, and public funds held 
under the authority or control 
of officers of the United States. 
These debentures have been ap- 
proved as security for deposits 
of postal savings funds. 


* Further information and circulars can 
be obtained through your dealer or 


CHARLES R. DUNN 
FISCAL AGENT 
For the Federal Intermediate Credit Banks 
31 Nassau Street 


New York City 


TEST OF STRENGTH— 


Sizeis ofsecondaryimportance 
in determining the financial 
soundness of a fire insurance 
company. The crucial test is 
the ratio of assets to liabilities, 


With total assets of $6,224, 
813.96 against $2,828.387.49 
of actual liabilities MILLERS 
NATIONAL maintains a ratio 
of $2.21 of assets to every dollar 
of liability — a wide margin of 
safety to the people insured. 


An excellent company—Ask your broker or agent 


MILLERS NATIONAL 
INSURANCE COMPANY 


ESTABLISHED 1865 
HOME OFFICE - CHICAGO 


Serving the 
Business that 


Builds Baltimore 
SINCE 1894 


MARYLAND 
TRUST COMPANY 
BALTIMORE 


Member of the Federal Reserve 
System and of the Federal Deposit 
Insurance Corporation 
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(ConTINUED FROM PAGE 9) 


For SOME TIME the excess of expendi- 


ures over income of the Treasury has 


een covered by drawing upon the gen- | 
eal working balance. In accordance | 


with a policy announced a year or more 


ago the Treasury maintained this bal- | 


ance at or above a billion dollars until 
yell into the current year. At the end of 
1936 it stood at $1,401,083,000. In spite 
of March financing and a rise in the 
weekly issue of Treasury bills it had 
allen to $989,036,738 by April 1, and 
by May 1 it had fallen to $642,138,931. 


* * * 


[NTIMATIONS FROM THE TREASURY in- | 


dicate that the balance will probably be 
maintained at around the latter sum 


and that a larger balance is no longer | 
considered necessary. Nevertheless it is | / 


considered possible that the Treasury 


will increase the balance material.y by | 


larger issues of bills during June in case 
alarge issue of longer term securities 


in the June financing is considered im- | 


practicable. 
* * * 


THE FEELING SEEMS TO BE that the | 
longer the Treasury can wait before | 
putting out long term issues the better | 
will be its’ position as a borrower. The | 
drop in the price of Government securi- | 
ties during April, implying a higher | 


rate for new Government issues, was 
eased somewhat after the matter of in- 


creased reserve requirements was dis- 


posed of on May 1. 
* * * 


THE EXCESS RESERVES REPORTED, 


after the increase, amounted to ap- | 


proximately $890,000,000 instead of 
the $500,000,000 or $600,000,000 origi- 


ually contemplated. By mid-May they | 
had risen to $940,000,000. It is generally | 
believed that, as the result of the in- | 


crease in required reserves becomes 
stabilized, the excess funds on hand will 
exert enough pressure on the market to 


sive the Government a better rate in its | 


borrowing. 
* * * 


IN OTHER worpDs, there seems little 
prospect of a hardening of money rates 


generally as a result of the increase | 


in reserve requirements. Nor are other 
lactors indicative of higher interest 


Go to market with a letter on 
Hamilton Bond—a paper whose whiteness shows 
your attention to the important fine points of 
business. Its neat contrast to type is as effective 
as well-groomed clothes. 


Compare this superb whiteness—other papers 
actually look gray. Its rich crackle convinces you 
of its unusual quality—its fine surface defies 
erasures. Yet Hamilton Bond is actually lower 
in price than most bonds for letterheads and 
envelopes. 


Suggest it to your printer for your next letter- 
heads. Write us for a portfolio of outstanding 
letterheads printed on Hamilton Bond. We'll 
enclose samples of the 12 colors which suit 
Hamilton Bond to every business use. Send 
Hamilton Bond to market for yourself. 


rates. All this, among other things. Founded 1856 
means that not only are easy money | 

‘onditions to be continued but also that | VY. ( HAM | LTO N \ Cc () NS M | (} [| () N PA 
current deflationary tendencies in busi- | e Ue Us ’ ° 
less are to be halted. 


Finer Papers for Business and Advertising 
(CONTINUED ON PAGE 12) 
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A DOUBLE Check on1n EVERY Check . 


Use Lamson Tubes 
between Tellers and 
Bookkeepers for 
Positive protection 
cn doubtful checks. 
2. Certification of 
checks 
3. Securing customers’ 


balances 


4 Notifying book- 
keepers of special 


deposits, etc 


This RAPID 


Suppose the amount is O.K., how about the 
signature? Do you ask your bookkeepers to 
approve it sight unseen? Do you encourage 
them to take chances in matters as important 
as that? Every single factor of safety . . . the 
bank’s safety, the customer’s safety . . . de- 
mands that the bookkeepers SEE the check. 


And Lamson Pneumatic Tubes provide the 
means. Quietly, unobtrusively . . . they whisk 
the check to the bookkeepers . . . return it 
before the teller has finished counting the 
money a second time. 


Mail Coupon for Tube Booklet 


Lamson Tubes are inexpensive—one cost 
only; you buy them outright. Learn their 
many uses. Mail the coupon for the booklet, 
“Wings of Business.” 


In factories and business offices as well as 
in banks, Lamson Pneumatic Tubes shuttle 
valuable papers, orders, files, memoranda— 
even small tools—between control offices and 
distant departments. They keep the flow of 
business moving, steadily, swiftly—reduce 
costs, increase accuracy. 


LAMSON 


PRHEUMATIC TUBES 


THE LAMSON CO., INC., Syracuse, N. Y. 


Send me a Free Copy of your Pneumatic Tube 
book, “‘Wings of Business.” 


System Lets the 
Bookkeepers verify BOTH on 


(CoNTINUED FROM PAGE 11) 


THE FINAL MAJOR PROVISIONS of the 
Banking Acts of 1933 and 1935 come 
into effect on July 1 with the elimina. 
tion of the double liability of stockhold. 
ers in national banks if the latter 
elect. 

Up to May 1, 95 per cent of the banks 
had indicated their intention of mak 
use of the law. Approximately 5 per 
cent of the banks gave the nec 
six months’ notice before December 3}, 
1936, and can thus end the double 
liability of their stockholders promptly 
with the turn of the fiscal year. 

* 


WHAT IS NOT GENERALLY REALIZED 
is that states are following the lead of 
the Federal Government in the matter. 
As of April 1, 34 states either had no 
statutory or constitutional provisions 
requiring double liability or had re. 
pealed the statues requiring it. Two 
states have amended their constitutions 
for the purpose. Ten other states require 
constitutional amendments before the 
change can be made. In states where 
only statutes stand in the way, efforts 
are being made to pass acts to conform 
to the national bank rule. It is signif 
cant that many states removing the 
double liability requirement condition 
the change upon membership in the 
F.D.I.C. 

* * * 

How FAR GOVERNMENT REORGANIZA- 
TION will get this year depends largely 
upon whether leaders in Congress can 
persuade the Administration that ad- 
journment by mid-Summer is equally 
desirable to both. There is much more 
being done in this reorganization mat- 
ter behind the scenes and beneath the 
surface than appears in public. 

* * * 


As THINGS STAND now it is highly 
probable that the President will be al- 
lowed amplified powers of coordinating 
the work of many independent agencies. 

* * * 


REFERRING TO THE “DEATH SEN- 
TENCE” of public utility holding com- 
panies, Robert E. Healy, member of the 

.E.C., said to the conference of the 
National Association of Mutual Savings 
Banks: “To you as investors I say that 
the Commission realizes the grave re 
sponsibility imposed upon it by these 
provisions and will be slow to move 
until careful and exhaustive study has 
been made of each particular situation. 
. . . The Commission sees nothing 
the Act looking or working toward the 
nationalization or destruction of the 
industry.” 

GEORGE E. ANDERSON 
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Quieted. Made More Leautif~ul with ACOUSTONE 


BANKERS TRUST COMPANY 
FIFTH AVENUE, NEW YORK 


ONLY USG ACOUSTONE 
HAS ALL THESE 5 ESSENTIALS OF 
EFFICIENT ACOUSTICAL TILE 


ING BEAUTY OF INTEGRAL COLOR 
2. INCOMBUSTIBILITY 


be j 
3. ABSORBS NOISE AS A SPONGE 
ABSORBS WATER—THEN DISSIPATES IT LAND AND HARMON 


ANK interiors are quieted, made more beautiful, overnight, with Acou- 

stone, USG fireproof acoustical tile. Acoustone is applied to old or 
new ceilings—to quiet offices, directors’ rooms—wherever quiet that saves 
energy and promotes efficiency is desired. 

Acoustone absorbs and dissipates noise within its millions of intercon- 
nected cells—as indicated in diagram at left. Its use results in a dignified, 
quiet atmosphere— provides new comfort for both customers and employees. 

When efficiency and maintenance are considered, Acoustone is proved 
to be the lowest cost acoustical material. Acoustone is permanent. It has 
rich integral color . . . needs no further decorating. Acoustone’s beauty 
may be kept fresh indefinitely by simple vacuum cleaning — at a small 
fraction of the cost of painting. If color changes are desired, Acoustone 

A may be painted, positively without damage to its sound-absorbing ability. 
4. PERMANENT—COSTS LESS TO MAINTAIN 


CLEANABLE, PAINTABLE THERE’S A USG ACOUSTICAL MATERIAL TO SOLVE EVERY SOUND-CONTROL PROBLEM 


USG sound-control service includes absorption treatments and materials to 
clarify hearing and reduce noise—also sound-insulation to prevent the travel 
of noise from room to room. USG acoustical engineers are always avail- 
able to assist you in an advisory capacity, without obligating you in any way. 
Mail coupon today for free authentic booklet on sound control. 


UNITED STATES GYPSUM COMPANY 
300 West Adams Street, Chicago,.Illinois 


(In Canada, Canadian Gypsum Company, Limited, Toronto, Ontario) 
Please send your free book “Quiet” 0. Please send a USG Engineer D0. . 


5. HIGH LIGHT-REFLECTION CUTS Addres 


COST OF LIGHTING ENGINEERING SALES DIVISION 


UNITED STATES GYPSUM COMPANY 


OTHER USG SOUND CONTROL PRODUCTS ARE: PERFATILE * QUIETILE AND SABINITE 
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Stop Carrying Customers -- Cash Their Account | [= 


AVEID, we'll have to turn down the Miller 

contract, but I hate to doit. We simply 
can’t finance that additional production now, 
unless we get new capital.. .”’ 


**Man, you’re crazy. We can’t pass up a 
deal like that. We won’t need new capital. I 
think I know the way out. Meet me at the 
club this afternoon. [Pll tell you about it 
while we’re playing.”’ 


**The way you’ve put it, it sounds swell. But how 
about the discount rates? I’ve always had an idea 
that accounts receivable financing cost plenty. 
Isn’t it going to cut into our profits pretty deep?”’ 

**Wrong again, Jim. I’ve checked on that, too. 
Look. Suppose everyone that owes us came into 
the office tomorrow and offered to pay in full if 
we'd give them a discount. Wouldn’t you do it?”’ 

**Like a shot. Don’t be foolish.”’ 


_ HANDICAP of limited working capital 
can easily be overcome in most instances 
by intelligent use of one of the many modern 
forms of financing offered by Commercial 
Credit Company. Our accounts receivable 
and our instalment financing plans are 
widely used today by forward-looking 


« 


THAT AFTERNOON 

**So you see, Jim, there’s $80,000 in good quick 
assets on our books. Hoagland says Commercial 
Credit Company will give us the cash in 24 hours. 
And what’s more we can cash our open accounts 
and discount our purchases, as fast as we ship.” 


“Well, there you are. Commercial Credit 
Company financing won’t cost any more 
than that... probably be less, when you 
get the exact figures.” 


“Ed, we'll doit. Call them tomorrow. If 
Hoagland is so strong for their service after 
using it for a year I’m satisfied. After all, 
we’re manufacturers. Why should we be 
bankers for the people we sell? From now 
on, we will extend credit to them and then 
sell the open accounts.” 


manufacturers, wholesalers and dealers who 
recognize the advantages of flexibility, and 
convenience for either temporary require- 
ments or year-round use. If it would help 
you to liquify your receivables . . . write 
for full information or an interview. All 
correspondence is confidential. 


COMMERCIAL CREDIT COMPANY 


NEW YORK CHICAGO BALTIMORE 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, March 31, 1937 


RESOURCES 
Caso AND DuE From Banks ........ « $ 736,909,810.95 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 
STaTE AND MunIcIPAL Sauce car 78,044,315.56 
OrHerR Bonps AND SECURITIES .. . 172,926,493.25 
Loans, Discounts AND BANKERS’ 811,208,715.17 


$2,553,059 ,637.69 
LIABILITIES 


Funps: 


CapiraL STOCK . . . « « « « $100,270,000.00 


Unprvipep Prorirs 25,032,327.59 


$ 225,572,327.59 


LiaBiLiry AS ENDORSER ON AND . 11,067,451.09 


$2,553,059,637.69 


United States Government and other securities carried at $178,729,298.80 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 


| 
) 
| 
| 
iG 15 


REMINGTON RAND CLINIC ON 
TRUST ACCOUNTING PROBLEMS 


Which bank’s problem 
affects your department 


A PENNSYLVANIA BANK wanted to 
eliminate duplicate entries and result. 
ing errors from the following six postj 

operations to Principal Ledger. 1, Post- 


PRINCIPAL JOURNAL, 


1937 


os ing to Principal Investments; 2. Posting 
to Principal Cash; 3. Posting to Corpus: Cho 
Principa, 4. Posting to detail of Investment by 


Trust; 5. Posting to detail of Invest- 
ment by Security; 6. Posting to Journal 
(equivalent to book of original entry), 


Being hand-posted, the bank had no 


mechanical proof that each entry com- If you 
F mon to all six records, was posted the of Con 
same in each operation. The Remington 
Rand “85” now solves this problem by Semm 
posting all six records in one operation, ww. | 
And at the same time, balances are ex. . 
tended and work proven mechanically, will be 
A MIDWEST BANK had a medium- ap 
sized Trust Department but not enough Condi 
activity to justify the investment in an your n 
accounting machine for this work 
alone. The Remington Rand man was most | 
called in. He designed a complete sys- mone 
tem for Trust Accounting, Loan and 
Discount, General Ledger... all handled ment 
by one Remington Rand Model“85”, proble 
Because of the greater flexibility of the —tak 
“85”, this smaller bank has adopted eall 
mechanical bookkeeping methods to realy 
these three important tasks. The extra 
speed and mechanically proven accura- Pri 
cy of the “‘85”’ is saving substantial time 
for each department without slowing up You 
individual operations. 
Contr 
A MASSACHUSETTS BANK had a very - 
accurate, experienced employee in com- produ 
plete charge of the Trust Department in the 
for years. The employee was leaving. so 
The bank had the problem of assuring whic 
that the new employee would carry on ing 
the Trust Accounting as before, and Friei 
knowing definitely that all postings to rigi 
related records were absolutely accurate tionil 
and properly controlled. 
from 
The Remington Rand Model “85” was whe 
“g - the answer. Because it could be applied i 
D ELE CTRIFIED MODEL to their work without the necessity of y, 
s ese changing the entire accounting proce- ( 
RE MIN GT ON R AN ‘ hat can give you all th dure, in effect for years. This could only 
Th Only single machine t ES be accomplished through the iF” You 
e R complete flexibility described in the 
9 FE AT u jete visibility of writing _ features at left. Because all records are Mot 
sfcation of all the Comping imetant chechin’ posted by machine, the Trust Depart- Dies 
Complete ys, and of entry posted. ment has proof of abso- flash 
f registers, Automatic line lute accuracy of each item posted. 
2 Complete fiexibility “cumulations 6 vidualentry prov 
extr ma- 1 of eact 
Tebuilding oF roe Independent cared simul- 
tional resis age and capaci ds 
length of carriag of all recor 
registers. ‘ble for columnar ee 
All registers cross computa- n 
yumulation an direct sub- Remington R 
tion. All contra 9 Made single emin ton an 
ction, P* im 
within made can supply 
ene automatic tabulation responsibility- MANUFACTURERS OF ALL TYPES OF OFFICE MA 
A Com column to column. CHINES AND SYSTEMS EQUIPMENT PROVIDING 
COMPLETE INSTALLATION AND FULL RESPONSIBILITY AU 
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Its still not too late to have 
linieolled- Cea Mix Conditioning 


this Summer! 


Choose this Frigidaire equipment that takes 
the guesswork out of Summer cooling 


[If you are going to enjoy the profits 
of Controlled-Cost Air Conditioning this 
»mmer, you must make up your mind 
nw. It’s still not too late, but it soon 
will be. 

You'll find that Controlled-Cost Air 
Conditioning will help you make up 
your mind quickly —because one of the 
most important things about this great 
money-saving, trouble-saving develop- 
ment is that it simplifies the whole 
problem — puts it in everyday language 
—takes the ““blue-sky’’ out of what is 
really a simple dusiness undertaking. 


Product of General Motors 


You will be interested in noting that 
Controlled~Cost Air Conditioning is a 
product of General Motors— leaders 
in the field of electric refrigeration on 
which modern, low-cost summer cool- 
ing is based. When you choose 
Frigidaire Controlled-Cost Air Condi- 
tioning, you buy with confidence — 
from an organization you know and 
whose products you trust. 


You Know General Motors 


You have probably owned a General 
Motors car. You have seen the great 
Diesel-powered, stream-lined trains 
fashing across the countryside. You 


Will Your Customers 


Suffer this Summer? 


have seen Frigidaire refrigerators in 
homes and stores. 

Like all of these achievements, 
Frigidaire Controlled-Cost Air Condi- 
tioning is a product of General 
Motors. When you buy this kind of 
air conditioning equipment, you take 
the guesswork out of summer cooling! 

It costs nothing to get the facts. Read 
the six points of the Controlled-Cost 
story on this page. Then put the 
coupon in the mail Today. 


—— 4 Vays lo lal 


DELCO-FRIGIDAIKE 


The Air Conditioning Division of General Motors 


AUTOMATIC COOLING, HEATING AND CONDITIONING OF AIR 


June 1937 


What Controlled - Cost 
Air Conditioning Means 


1. A system that gives you the 
desired atmospheric conditions 
—you pay only for what you 
need. 


2. Equipment of exactly the 
right size and capacity for you 
—neither too small, which 
would mean unsatisfactory per- 
formance; nor too large, which 
would be wasteful and costly. 


3. A method of installation that 
suits your building—whether old 
or new— owned or rented— 
therefore controlling the ultimate 
cost. 


4. More cooling action with /ess 
current consumption. Hence a 
control over operating costs. 


5. Dependable, proven equip- 
ment for low maintenance costs. 


6. A presentation of a//the facts 
in everyday language, so that 
you will know and can therefore 
control the entire cost. 


BANKS 
Attention! 


Hundreds of banks throughout the country 
observed how Air Conditioning earned money 
last summer for stores, restaurants and other 
commercial establishments. Get the facts 
about Frigidaire Controlled-Cost Air Condi- 
tioning. Mail the coupon. . . today! 


i 
4 


MAIL THIS COUPON TODAY! 


Delco-Frigidaire Conditioning Division 
General Motors Sales Corporation 
Dayton, Ohio, Dept. B-6 


I want the facts about Controlled-Cost Air Condi- 
tioning. Please send me the complete story by return 
mail. 1 am obligating myself in no way at all. 


Name 
Address 
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RENTS 907, OF OFFICE SPACE IN ADVANCr 


by Offering Comfort of 


Air Conditioning 


It's Good Business to ACT NOW! 


OES the cool, clean, quiet comfort provided by 

Carrier Air Conditioning actually increase a 
bank's business? There are countless records to 
prove it does. An official of the Dime Savings Bank 
in Brooklyn points out, “Customers appreciate being 
able to transact business in peace and quiet.” In 
banking offices, efficiency has been increased im- 
measurably, and illness reduced as much as 50%. 
For keeping office space rented at profitable rates, 
nothing compares with the comfort provided by 
Carrier Air Conditioning, as proved by the American 
Bank Building in New Orleans where occupancy has 
been maintained at 98%—despite the lower-priced 
competition of nearby buildings. 


But—whether you plan to air condition your banking quarters; 
rental office space; or any building, old or new—do it now! Now, 
before building costs increase further. Now, before the last- 
minute rush to secure installations. Your local Carrier representa- 
tive will give you an estimate without obligation. Call him today. 


CARRIER CORPORATION, Desk 536 
850 Frelinghuysen Avenue, Newark, N. J. 


Send me complete information on Carrier Air Conditioning for 
banks office buildings [1 


NO “FOR RENT” SIGNS NEEDED! Officers of the Citizens Ne. 
tional Trust & Savings Bank, San Bernardino, Cal., took no 
chances on renting the offices of this modern building—ang 
keeping them rented. They featured Carrier Air Conditionin 
—and before the building was completed, 90% of ql] Offices 
were rented! 


CLINCHER for office 
rentals were signs like 
these — ‘Carrier Air 
Conditioning Being In- 
stalled,” for it identified 
the building as having 
the same system as 
that used in the Los 
Angeles Times Build. 
ing, the R. C. A. Build. 
ing and the Capitol at 
Washington. 


TENANTS Are Attracted 
to offices like these. 
And why not? In the 
summer, the Carrier 
System keeps the air 
delightfully cool and re- 
freshing—free from oP 
pressive humidity. In 


cool weather, the aur is 
warmed and humidi- 
fied, scientifically. And 


the year around —if 
clean and quiet. 
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California Bank Proves Value of 2 
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Farm Chemurgy and Banking 


By D. HOWARD DOANE 


HE most important aspect of the old and well estab- 

lished farmer-banker relationship is that involved in 

the ideas, plans and accomplishments of farm chem- 
ugy. The concepts of this movement deal with the funda- 
mentals of agriculture and the future prosperity of America. 
The banker is located at the crossroads of production, 
processing and consumption. He can be an observer or a 
participant. 

The implications of the chemurgic idea in farming are 
these: The agriculture that we have known has been devoted 
for the most part to producing the food and raiment of the 
human race. Historic agriculture has varied widely from this 
marrower view. Primitive people found in agriculture the 
answer to a/l their needs as did also our American forefath- 
as. With changing times and conditions we find farmers 
producing broadly or in restricted fields, depending on many 
circumstances. In a broad sense we can say, however: the 
narrower the outlets for farm products the more difficult 
and hazardous becomes the business of agriculture. There- 
jore, anything that we can do to broaden the base for the 
we of the products of agriculture, beyond consumptive 
needs alone, aids fundamentally in making and increasing 
agricultural prosperity. 


WE CAN GROW FOOD, SHELTER, CLOTHING 
FROM the standpoint of industry we grow four basic 
products: 

1. Carbohydrates (corn and potato starch, sugars from 
cane, beets and artichokes, and others) 

2. Cellulose (cotton, trees, hemp, etc.) 

3. Oils (cotton seed oil, corn oil, soybean oil, tung oil and 
others) 

4. Proteins from which plastics are derived (as linseed 
neal, cottonseed meal, soybean meal, and others). 

Normally we eat or wear these products and think of them 
scorn, nuts, beans, potatoes and cotton. Through the aid of 
«ience, research and study, we can recreate them in new and 
various forms and divert a part of them to the manufacture 
ifcars, paper, and building material. Or if we prefer we can 
ive up our cornbread or sugar and have in its place fuel for 
our autos. Farm chemurgy says we should do both. 
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It is from carbohydrates that we make starch, sugar and 
alcohol. One of the greatest potential uses for crops high in 
carbohydrates, in terms of maximum bushels, pounds and 
acres, is the making of power alcohol. 

Geologists say that, based on present consumption and ap- 
parent new uses on the one hand and present known supplies 
and probable new pools of oil on the other, it is not probable 
that our oil will last much more than 10 years, 20 at most. 
Does it not behoove us then to begin now and grow annually 
our necessary power fuel supplies? From a bushel of corn we 
obtain over two gallons of power alcohol. Other crops such as 
artichokes give higher yields per unit and per acre. 


NEW HORIZON FOR FARMS, FACTORIES, BANKS 


THE second group of products comes from the cellulose- 
producers. It is now estimated that we import well over 
$50,000,000 worth of wood, pulp and newsprint annually. 
We were forced into this outside purchase because of what 
we thought was the exhaustion of our own supplies. Dr. 
Charles H. Herty of Savannah, Georgia, has found a way 
for using southern pine for making paper. Because these 
trees contained pitch it was thought they were useless for 
paper making. 

In addition to the large consumptive uses for vegetable 
oils, industry is taking an ever increasing volume of these 
products. Paint manufacturers are becoming aware of the 
fact that paints can be made from things other than lead and 
linseed. Soybeans yield an oil that seems destined to be one 
of those most widely used. It makes a highly desirable oil 
for paint in all respects except that it is slow to dry. When 
mixed with a quick drying oil we have a very desirable film. 

As growers of alfalfa, and other leguminous crops we 
realized their high value as stock feed. We liked to balance 
corn in cattle rations with cottonseed meal, linseed meal or 
soybean meal. Little did we dream then that this valuable 
supplemental feed for stock would some day become one of 
our chief sources of building material, and enter into the 
manufacture of literally hundreds of commercial articles. 

These are developments that vitally concern banking, re- 
gardless of whether bankersare observersor participants. I be- 
lieve the far-sighted banker will watch these changes closely. 
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Economic Law 


LITTLE more than 300 years ago an English gentleman, 
sitting in his garden, saw an apple fall from the tree 
to the ground. There ws nothing extraordinary about 

this, for apples had been falling from trees to the ground 
ever since apple trees had been known. But this man 
wondered about it. Possibly he had thought about it before. 
He asked himself why apples always fell directly to the 
ground? Why not, sometimes, up in the air, or off sideways 
or obliquely; why always in a straight line to the Earth? 

The answer came to him. He said: There must be a law 
behind it! And from that idea he evolved the conception, 
and eventually the proof, that all the planets that swing in 
space are held in their courses by the counter-balancing 
influences they have upon each other. He had discovered 
the Law of Gravitation, the most momentous discovery in 
the annals of Science. 

Professor Robert A. Millikan, one of our own distinguished 
physicists, in a lecture a few years ago quoted Joseph Louis 
La Grange (whom he called “the greatest of French mathe- 
matical physicists’”’) as saying that Sir Isaac Newton was 
not only “the greatest genius that ever existed,” but “the 
most fortunate, for,” he said, “there is but one Universe, 
and it can happen to but one man in the world’s history to 
be the interpreter of its Laws.” La Grange meant that 
Newton had made the Supreme Discovery that the Universe 
is governed by Law, but more than this, his language implies 
a system of harmonious laws, and that Newton had found 
the key to all. La Grange has been dead more than 100 
years, but this is the teaching of Science today, even more 
firmly established than in his time. At the last, there is but 
One Law in the Universe: what are called the laws of light, 
heat, motion, and other laws are but parts of the One Law 
and never conflict with each other. The Truth as a whole is 
the same from every approach. And so the principle of the 
Law of Gravitation, or, if you please, “the Law of the 
Equilibrium”, or “the Law of Counter-Balancing Forces”, 
appears in Economics as the Law of Reciprocal Relations. 
All of these are simply different names for our old friend, 
“The Law of Supply and Demand”. 

The basic principle of economic law is that all economic 
relations consist of an exchange of services. Everyone pays 
for what he buys with what he has for sale. If we could but 
get this principle understood most of our economic troubles 
would disappear. 

The best approach to any economic problem is from the 
historical side: “‘ What makes it a problem? How did it come 
to be a problem? What problem preceded it, out of which it 
grew?” 

The primitive man did everything for himself, and was 
independent, but he did not have very much. If he did not 
bring anything home for dinner, he did not get any dinner, 
and that was about all there was to it; anyway, there was 
no disturbance outside the family. But as the population 
increased, people had more to do with each other. Grad- 
ually they learned that there were some kinds of work which 
two could do better than one, and that there were differences 
in the aptitudes and capabilities of individuals; but the most 


important discovery was that, if a person did but one kind 
of work, he would acquire skill at it, and that, if everybody 
would devote himself to one kind of work, and all exchange 
services with each other, there would be more of everything 
for everybody. This was the beginning of the “division”, or 
“specialization”, of labor, and of organized industry, and it 
was very long ago. If you will read the story in the Old 
Testament of the building of King Solomon’s temple, or the 
chronicles of any of the ancient societies, you will find that 
they had many of the hand trades then, very much as these 
have come down to us. And that system of cooperation in 
production has gone on developing and improving its meth- 
ods and tools, until we have the highly specialized and mech- 
anized economic system of today. The principle is the same 
now as then. 

And it is a wonderful system when in order, in balance, 
with all its parts working smoothly together; but in any 
“system” or “organism” of interdependent parts, human 
or mechanical, every part must be in its place and do its 
work in order that the whole may do its work effectually. 
This is true of a baseball team, a railroad system, a loco- 
motive, an automobile, or the economic system. 


EACH MAN STANDS BESIDE AN ASSEMBLY LINE 


THE outstanding fact about the modern economic system 
is that we have all become specialists. Each one does some 
one thing, which may seem to have little or no relation to 
anything he wants for himself (except as it supplies him with 
purchasing power), and he obtains the products of others by 
exchanging or selling his own. Virtually it is an exchange of 
services, a vast cooperative system for supplying common 
wants, and the nearer all parts come to working together 
like the parts of a machine, the greater will be the prosperity 
of all. 

It follows that the vast volume and variety of goods and 
services coming to the markets daily must be offered in such 
relations to each other, both as to volume and price, that 


they will buy and pay for each other, and move readily 


into consumption. If the markets are not “cleared”, a 


blockage occurs, surpluses pile up, prices fall, purchasing 


power declines, consumption falls off, production is checked, 


unemployment results, and, in brief, all the symptoms that | 


were witnessed from 1929 to the bottom of the depression 
inevitably appear. At that time the highly organized system 
had fallen into disorder; it was disorganized, and people 
were bewildered. 

Always at such a time complaints arise that money is 
scarce, that there isn’t enough to go around, and so on, but 
money is only a convenience—a medium of exchange. If 
you have doubts about this, ask the statesmen of Europe 
who attempted to collect reparations from Germany, or the 
statesmen of the United States who have attempted to col- 
lect the obligations of foreign governments to the Govern- 
ment of the United States. Professor Taussig of Harvard 
University has summed up the confusion over “money” 
in one apt sentence. He says: “The fundamental fact of 
exchange is obscured by the very mechanism which so pet 
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By GEORGE E. ROBERTS 


fectly facilitates a: The fundamental truth about the ex- 
changes, both domestic and foreign, is that in the long run 
must settle themselves. 

Let me describe a bird’s-eye view of the exchanges in this 
country. Our states of the South send out a great cotton 
cop, over this country and the world, which creates bank 
deposits in the chief market centers and in the South. And 
« the Midwest ships out its grains, livestock, dairy products, 
ec.; the coal, lumber and manufacturing regions send out 
their products in like manner; and the cities are centers of 
ding and professional services of many kinds—all ex- 
changing specialized products and services. The principal 
means of settlement are bank checks and the clearing sys- 
tem. All banks send checks received to the clearings, where 
they are sorted and cleared against each other, and cancel 
wut to within 5 to 10 per cent of the total. Remaining checks 
are sent to the Reserve bank of the district, where another 
dearing occurs, after which the claims that the Reserve 
banks have on each other are sent to the Gold Settlement 
Fund in Washington, D. C., where the third clearing occurs. 
The small residue is settled by a book entry recording a 
transfer of gold from one Reserve bank to another. This 
wipes the slate! 

This describes the process by which the great bulk of the 
business of the United States is settled daily, through more 
than 400 clearing associations, from the Atlantic to the Pa- 
cific and from Canada to Mexico. I have described it be- 
cause it is the best demonstration I know that “all business 
in the last analysis is simply an exchange of services.” 
These clearings settle themselves because the checks and drafts 
which cancel out are the paper representatives of the products 
ind services being exchanged. 

It goes without saying that if the exchanges are violently 
disrupted, by price changes or other causes, purchasing 
power will be reduced, the flow of trade will slacken, and 
the clearings will decline. From 1929 to 1932 they fell off 
more than one-half, mainly on account of unequal price 
changes. Trade was depressed because the offerings in the 
markets could be exchanged only to this extent. 

Inevery period of disorder in the economic system an out- 
cy goes up for a Planned Economy, regulated by some 
overhead authority, which will manage everything and pre- 
vent the unbalanced relations and disorders just alluded to. 

The economic system in the past has been a free system. 
Every person has been expected to find his own place in it. 
There has been no overhead authority to tell every one what 
work he should do or what he should get for doing it. This 
tas been left to the initiative and bargaining of the indi- 
viduals themselves. The development of this nation has 
teen accomplished under this rule. 

Butit is a great mistake to think that the system has been 
without management or guidance, for the natural Law of 
Supply and Demand, when not interfered with by any over- 
tead authority, exercises very effective control. Under its in- 
uence, supply and demand tend to meet and satisfy each 
other, guided by prices, which rise as demand exceeds sup- 
ily, and fall as supply exceeds demand, tending always to 
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maintain or restore the equilibrium. The Law of Supply and 
Demand reaches out over the entire economic system, offer- 
ing an incentive to every individual to cooperate with it 
and having a bearing upon everything for which a demand 
exists. 

The economic system is always changing—in organization, 
methods, machine equipment, products, and even in its per- 
sonnel. The older workers are continually dropping out and 
are succeeded by new recruits who have no old trades or 
habits to unlearn, and who seek to place themselves wher- 
ever the best pay may be had for their individual abilities. 
The varying scale of compensation has been illustrated in 
the baseball profession, where Babe Ruth for many years 
drew down a larger salary than the President of the United 
States. This year the new home-run king (after a sit-down 
strike) receives only $36,000. Under the Law of Supply and 
Demand home-run artists are becoming more numerous, 
but no legal control has yet been proposed. 

Thus the people themselves, in the mass, direct and con- 
trol the system by their demands in the markets, regulating 
wages and prices and indicating the shifts of employment 
required to keep the system in balance. Literally there is 
no limit to the employment that may be had by exchanging 
services, if the Law of Supply and Demand is obeyed. 


WHEN PEOPLE WRITE THEIR CONGRESSMEN 


THE Law of Supply and Demand is just as real as the 
Law of Gravitation, although not quite so obvious and dra- 
matic in its operations, or quite so well understood by every- 
body. Everybody knows of the Law of Gravitation well 
enough to conform to it. If any person steps out of a twenti- 
eth story window, every one knows what will happen to 
him. On the other hand, if the Law of Supply and Demand 
is disregarded, and disorder results, it is the fashion now 
to call upon Washington to do something about it and possibly 
to say how many voters are behind the demand! Washing- 
ton, at all times sensitive to such appeals, may pass a law, 
possibly levy a tax, which will distribute the costs of the 
disorder over the entire population. Indeed, the disorder it- 
self levies a tax on everybody by lowering efficiency. 

Instead of the free economic system’s being unstable in 
itself and responsible for business depressions, I venture to 
affirm that every serious business depression this country 
ever has known has been caused by disturbances originating 
outside of the normal activities of industry and trade. 
Furthermore, as a rule, such disturbances have been charge- 
able to governmental policies or failure of governments to 
perform properly functions which they have assumed. 

The economic system of today is not responsible for 
“greed”, or other faults and weaknesses of human nature 
with which it is charged. The New and Old Testaments 
of the Bible tell of these as far back as history goes. 
The truth is that the contacts which men have had with 
each other in economic relations have been among the 
most powerful agencies for the development of civilization. 
The economic system is sound in principle. Instead of being 
a source of contention and strife, its fundamental principle 
makes for the unity of society. It teaches that the highest 
possible good for each group or class may be had only with 
the highest possible good for every other group or class. 
The system is based upon the principle of true reciprocity— 
value for value of different kinds—and what is that but the 
Golden Rule, “‘Do Unto Others As You Would That They 
Should Do Unto You,” which has been adopted into all the 
religions of the world! 
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Search the Investment Scripture 


By EDWARD K. WOODWORTH 


T this time it seems wise to consider some aspects of the 
artificial control of money and credit which has such 
an important bearing upon the problems of institu- 

tional investment. 

It has always been true, and will continue to be, that the 
successful investor is one who understands the trends of 
forces affecting values and governs himself accordingly. 
What is new is the increased and increasing complexity of 
the economic, social and political forces, often seemingly 
contradictory, at work in the world today. No small part 
of the difficulties which beset the student of current affairs 
comes from the application of various devices designed to 
aid recovery and control expansion. Among other things, 
it has become more than ever necessary for savings bankers 
to have some understanding of the workings of the central 
banking system resulting from the legislation of 1933, 1934 
and 1935, and of the purposes of the Federal authorities in 
their use of regulatory and administrative powers. We can do 
little more than call attention to the importance of the sub- 
ject, suggest that it is as difficult as those pertaining ta 
other learned professions, and remind savings bankers 
that the functions and activities of Federal Reserve and 
commercial banks have come to have a new and vitally 
important bearing upon investment problems. 

The Banking Act of 1935 was part of the Federal program 
to strengthen banks, prevent losses, influence values and 
prices, lower and control interest rates, stimulate business 
recovery, and, as has become more recently apparent, check 
inflation. Whether the program was wise and ultimately will 
do more good than harm is a question beyond the scope of 
this article. Whether we like it or not we must try to under- 
stand it and keep continually informed as to its progress. 


MR. ECCLES ON BOOM CONTROL 


AS a good recent illustration of the necessity for “search- 
ing the scriptures” if we are to achieve investment salva- 
tion, we call attention to the statement of the views of the 
Chairman of the Federal Reserve Board as to the necessity 
and means of controlling booms and depressions, appearing 
in the April number of Fortune. It is worthy of careful study. 
We may not share Mr. Eccles’ confidence in the ability of 
government to exercise a wise and beneficent control of 
economic, social and political forces, but no one can doubt 
the significance of this expression of purposes and expecta- 
tions. Mr. Eccles’ public statement in March, to some ex- 
tent, is an abridgement of the 7,000 word article. We have 
neither time nor space for a comprehensive review, but 
brief reference to some of the points mentioned seems in 
order. Mr. Eccles warns us that with the absorption of some 
three billion dollars of excess reserves ‘credit control meas- 
ures will be felt more quickly and are likely to be more ef- 
fective.” He tells us that among other means for curbing a 
boom, “‘the Federal Reserve authorities, with the coopera- 
tion of the Secretary of the Treasury, have power to control 
and limit the expansion of reserves, bank loans and invest- 
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ments, and deposit currency,” and to prescribe margin 
requirements “for the purpose of preventing excessive use 
of credit for the purchase or carrying of securities.” 

He lists five fields in which the Government can, and in his 
opinion should, assert itself in controlling inflation. The 
first is monetary control, which Mr. Eccles says is “an in. 
dispensable instrument of controlling booms and depres- 
sions,”’ but has limitations because it still permits “fluctua- 
tions of such magnitude as to keep us from our goal of stable 
prosperity.” 

The second is fiscal policy; he advocates balancing the 
budget by increased taxes to be followed by reduction in 
the Government debt as private debt expands. 

Third comes foreign exchange policy with the warning 
that the United States must not be tied to a rigidly auto- 
matic gold standard, making us helpless against the impact 
of forces from abroad. Lowering the price of gold “might 
offer a possible means of checking excessive expansion at 
home. . . . In any case it appears desirable that we should 
retain a large measure of executive discretion in the exer- 
cise of powers through which we can check the value of the 
dollar relative to other currencies. . . . In view of the pros- 
pects for a continued recovery here and the continuing 
political uncertainties abroad future influx of foreign capital 
may very well be in substantial volume.” Thus there ap- 
pears to be “‘a clear case for adopting measures designed to 
deter the growth of foreign capital holdings in our markets.” 

The fourth field is that of labor developments, where the 
purpose is to make real wages as high as industry will per- 
mit “without increasing the prices of their products.” 
He warns that reduction of hours for the purpose of sharing 
the existing volume of work involves the danger “that it 
may mean sharing poverty rather than sharing wealth.” 

Fifth and last comes control of price movements. Here we 
are warned that shortages of plant facilities and skilled 
labor may result in undesirable price advances, duplication 
of orders and speculative inventory buying, a matter which 
cannot be controlled with monetary devices since “they 
are non-selective.” No such brief comment can do justice 
to so important an utterance of so important an official. 
It should be studied by every one who would keep abreast 
of the times. 


SAFETY IN COMMON SENSE 


THE problem of the money rate is still with us. Fortu- 
nately savings banks are not obliged to invest or reinvest 
high percentage of their funds at any one time. The law ol 
averages probably will continue to work in our favor. If we 
continue to invest only in securities of the highest grade, 
have due regard for diversity in classes of risk and maturl- 
ties, with the emphasis on short term credits in times o! 
uncertainty or low rates, and carry on our activities with 
reasonable attention to what is going on in the realms o! 
politics and finance, the chances are still in favor of avoiding 
serious mistakes. 
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from Sweaters to Coin Wrappers 


By J. H. SIMPSON 


HAVE an immense sympathy for anyone who has to earn 
| his living by the sweat of his tongue. And that, of course, 

means nearly everybody in these United States, for we’re 
yearly all salesmen. If we haven’t anything concrete to sell 
we sell ourselves. 

In fact that is the first and continuing step in the battle of 
modern life. Selling yourself. You have to get your person- 
ality across, and the crossing has to be smooth. You have to 
acquire the ability to convince people that you know every- 
thing and yet don’t know it as well as they do. That is super 
gif-salesmanship. 

But in this piece I am not concerned so much with the 
more nebulous forms of salesmanship as I am with the actual 
slling of things. Things that are brought to your counter and 
forced down your throat, rather than things that you go toa 
sore to look peacefully over and buy as the spirit wills. Like 
glling Service, this type of salesmanship has not yet been 
fully restored to the glory of 1929. I remember, during that 
year, that a day never passed without numerous assaults on 
me at my counter. Waves of salesmen stormed my en- 
trenched position, dashing themselves recklessly against my 
marble redoubts. I kept record one week and had an impres- 
sivearray at the end of it. I had been exhorted to buy carbon 
paper, automobile tires, pencils, boxed fruit, rubber-tired 
casters, telephone mouthpieces, razor blades, tile flooring, 
noise-absorbent walls, sweaters, calendars, tear-gas equip- 
ment, coin wrappers, magazines, accident, life, health and 
automobile insurance, photographs and needle-threaders. 

The sales encounter that stands out most prominently 
irom those days was that with a couple of silk-sock salesmen. 
They tried to sell me a sock but in the end I almost gave them 
oe. Those were the days when the really high-powered 
silesmen hunted in pairs. I never knew whether the second 
man was just learning, like the extra motorman you some- 
times find on street cars, or whether he was supposed to fill in 
with the patter, like the broadcasters of a prize fight. Any- 
way, these two had my counter strewn with socks and stock- 
ings before you could say Jack Robinson. And I submit that 
itis embarrassing to have your counter suddenly strewn 
with silk stockings, especially while there are customers still 
around the place. 

More recently an encounter which irritated me consider- 
ably was with a woman. She started with a question: 

“Mr. Simpson ””—I sometimes think these name-plates on 
your counter are a mistake—“ Mr. Simpson, what kind of 
shave soap do you use?” 

A beautiful sympathetic smile went with the question and 
I was frankly stymied. As a matter of fact I have no very 
im convictions about shaving soap and anyway I felt that 
the good lady was prying into my private life in a rather 
unwomanly manner. I think I merely passed on the first 
thought. And that, of course, was fatal. 

For the woman commenced to tell me how much more I 
would enjoy—that’s the word she used, “enjoy ”—Sucha- 

such Shaving Soap. It was on my tongue several times to ask 
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her if she enjoyed it but instead I merely replied that I didn’t 
use any shaving soap for enjoyment. That I had tried most of 
them and could cut myself with any. I forget how the matter 
ended but I know I didn’t buy because I never do! When I 
want to buy something I go to a store for it and incidentally 
I pay cash. I am not bragging; I am apologizing. I think I 
must be the Vanishing American. 


ON BUYING FOR COLD CASH 


SPEAKING of paying cash, I once bought an encyclopaedia. 
Quite a major purchase—cost me well over $100. First I had 
written to the encyclopaedia people for their free explanatory 
booklet. It came and was such a complete thing and con- 
tained so many samples of text and such swell illustrations 
that I almost decided to keep the booklet and not bother 
with the encyclopaedia. It’s the pictures I like, anyway. 
However, I didn’t. Instead I went out to a stationery store, 
plunked down the money and bought one. I can still remem- 
ber the clerk’s surprise. 

But the follow-ups from my request for the booklet kept 
coming to me. Once a week I got a letter from the ency- 
clopaedia people pointing out the danger I was running of 
losing out by not ordering. Thinking to save the good people 
postage I wrote them twice telling them that I had already 
bought. But my letters apparently were ignored. Finally, 
one day, a woman appeared at my counter. 

““Mr. Simpson, I believe you are interested in the So and 
So Encyclopaedia. I need not tell you that the So and 

“Ves,” I interjected, quite pleasantly, “I’ve . . .” 

“That the So and So is absolutely the last word in ency- 
clopaedias. That . . .” 

“You know by putting off you may lose the opportunity 
to get this magnificent set at the special issue price of . . .” 

“Ves, madam, but . . .” 

“There will be no re-issue, and I can assure you that you 
owe it to your... .” 

“But madam, IVE ALREADY BOUGHT ONE!” 

She just stood there and stared at me. Then, in a daze, she 
said “But . . . I’ve got your name... .” 

And then she thought she saw the light. I could see it in 
her eye. She thought I was lying to get rid of her. So I told 
her just where I had bought it and when, and how. For cash. 
That last crushed her. She went slowly away and I heard her 
mutter something that sounded like ‘‘ what a funny thing to 
do’’. I could see that I had broken the rules of the game. 

The anticlimax to this encounter was that the circulars 
still kept coming and a few months later I got an offer, not at 
the special issue price but at $20 less. 

On the whole I sympathize with these people in their en- 
deavor to earn a living—it must be a hard living—and I 
marvel at their persistent good-nature. Doubtless, however, 
most of their prospects are not as adept at saying “no” as I 
am. Anyway, for their sake, I hope not. 
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The Haves and Have-Spents 


SSUMING that savings accounts are now desirable and 
A should be sought by banks, let us consider briefly the 
matter of the group or industrial savings plan and 
whether or not this plan is worthy of development. There 
appear to be three major reasons why savings banks or banks 
with savings departments would do well to consider the 
advisability of promoting some plan of group savings at this 
time. 

First, from the standpoint of the bank in a community 
where there are located sizable industrial and commercial 
concerns with fairly large groups of employees, such a plan 
will enable the bank to build up substantial savings deposits 
with a minimum of cost for advertising and service. 

Second, viewed from the angle of the plant, store, hotel 
or other establishment containing the group to be so served, 
there are many very desirable benefits to be expected. Sys- 
tematic saving by all of its employees or a large percentage 
of them creates stability, pride, good citizenship, character 
and many other qualities most desirable among one’s 
employees. 

It has been definitely proved that the employee who saves 
systematically is most desirable. He is free from money wor- 
ries, garnishments, unpaid debts, loan shark troubles; and 
he probably becomes a property owner, a taxpayer and, 
therefore, a more desirable citizen. He learns that he is able 
to get more for his money in cash and he has a feeling of se- 
curity and a serenity of outlook upon life that is reflected in 
his work and his attitude toward his fellow employees. 

Social legislation recently enacted in Congress, such as the 
Social Security Act, will not materially affect the benefits 
heretofore found to come from systematic saving among em- 
ployees. The main benefits from systematic saving are ex- 
perienced while the employee is still active in his or her 
work. Even if the old age retirement and the unemployment 
relief provisions are as beneficial as their most ardent pro- 
ponents claim, this governmental aid will not in the least 
diminish the importance or value of saving either as a sup- 
plement to the benefits of this legislation or for benefits not 
covered by it. 

Then, finally, the employee is, of course, the principal 
beneficiary. He has money available for emergencies, he is 
more independent and, for the reasons already stated and 
many, many others, his position in organized society is sub- 
stantially improved. All these things make for better citi- 
zenship and a better country—a perpetuation of democracy. 

The employee has learned an important lesson from the 
depression. He has seen the pitfalls resulting from too much 
instalment buying. He has possibly paid 15 to 100 per cent 
interest to the loan sharks. He has learned the value of 
liquidity as a major factor in saving and knows well the pur- 
chasing power of cash. He is, therefore, in a prime state of 
mind for some saving plan. He is now making more than he 
has made for years and probably more than he actually 
needs to spend. Therefore, now is the time—before he read- 
justs his scale of living—to sell him a “bill of goods” that 
will distinctly benefit all parties concerned. 

Most of us are ready to agree that some systematic group 
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saving plan is desirable. The general idea, as it is presently 
used, is comparatively young. While there are doubtless 
some such plans that date back to the early part of the in. 
dustrial era, one of the earliest on record, which has suc- 
ceeded from its very inception down to today, was insti- 
tuted in a large textile plant in Worcester, Massachusetts 
in November 1919. 

There are four plans in general usage, each of which per- 
mits of many minor variations. For the sake of classification 
we will call them: 

(1) credit union plan 

(2) “Ready Cash Plan” 

(3) voluntary deposit plan 

(4) salary deduction plan 

The credit union plan contemplates the organization of a 
group of employees, with or without the help of the em- 
ployer, for mutual saving. In this plan, the money is de- 
posited at a designated place, usually not deducted from 
salaries. The employer may or may not undertake to accept 
the deposits or keep the records. Here an independent sayv- 
ings bank is set up which undertakes to invest the funds by 
loans to members. A committee selected from members of 
the group comprises the governing body. Many such groups 
are now operating—many others came to grief and died dur- 
ing the depression due to lack of experience in industrial 
banking. Many such groups, now operating, find that loans 
to members do not adequately occupy the available funds 
and they are branching out into the bond market and are 
even making real estate loans. The pitfalls are obvious—the 
prime need, liquidity, is too often sacrificed in favor of added 
yield. There is, no doubt, a place for such credit unions, but 
not to take the place of that type of systematic saving which 
we have under consideration. The savings bank is left out of 
this plan. 


A CHRISTMAS CLUB ADAPTATION 


THE “Ready Cash Plan” is a copyrighted name for a plan 
operated by a bank independently of any group or employer. 
It is essentially the same as the Christmas Savings Club, ex- 
cept that it may be started on any day in the year and may 
run for 25 or 50 weeks, whichever is chosen. The idea is to 
enter into an agreement with the bank to save a definite 
amount each week for a definite number of weeks. It is an 
enforced saving plan with penalties for default in payments. 
There are some novel and attractive features of the plan, 
such as the coupon book that is given out to each participant 
when the account is opened. These features are all conducive 
to systematic saving, but the main objective, like the Christ- 
mas Club Plan, is saving for a definite purpose—to pay in- 
surance premiums, taxes, interest, for a summer vacation, 
etc. This plan contemplates saving to spend. The plan under 
consideration contemplates saving over a much longer period 
and the objective is to have rather than to spend. The prime 
factors are safety and liquidity rather than yield. 

Then we come to the group saving plans proper. 

There is the voluntary plan where the paymaster accepts 
voluntary savings deposits each pay day from the employ- 
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By A. KEY FOSTER 


ws. The company issues its own books, using some non- 
profit organization of employees as the legal entity, crediting 
deposits, etc., and then carrying one master savings account 
yith the bank in the name of the employee organization. 
The bank would not accept the master savings account from 
the company—the law now forbids. As the bank pays in- 
rest on the major account, it is, in turn, credited by 
the company on each savings book of each employee 
proportionately. 

Such a plan is by far the most desirable from the stand- 
point of the banker because it makes for a minimum of work 
jor the bank, but it seems to have many undesirable features 
jor the employer. It puts the company in the savings bank- 
ing business, imposing upon the employer a great deal of 
pookkeeping work of a banking nature and making the em- 
ployer an insurer of the account in the bank. The employer 
or the group of employees do not care to enter the banking 
business; there are also legal obstacles in many states. 

The salary deduction plan is by far the most popular and 
has many variations. Let us consider the salient features 
and then touch upon some of the variations. 

After a carefully arranged publicity campaign, the men 
interested in the plan are requested to sign cards authorizing 
the pay office to deduct regularly so much each pay day from 
their pay envelopes. The card also bears a list of all the 
banksavailable in the district which wish to participate in the 
savings program and the employee is requested to designate 
on the card which of the banks he prefers to use. The cards 
are then sorted according to the banks selected. The banks 
ae then notified to send representatives to the plant where 
the men are signed up in accordance with the rules of the 
particular bank. 

After the initial deposit goes to the bank, passbooks are 
made out, which books remain in the possession of the pay- 
master’s office at the plant, being taken to the bank each pay 
tay to have deposits entered. A slip is put in the pay en- 
velop each time, stating that, in accordance with the work- 
nan’s authorization designated on the slip, a certain amount 
isdeducted from his pay for that period. On another line on 
this slip is shown the balance to date in the bank. The second 
igure constantly grows and is obviously a stimulus to 
saving. 

This plan is perfectly flexible. If a man wishes to increase 
tis deposit, he simply tells his foreman, who advises the pay- 
wll office of the change, and it is accordingly made. If he 
vants to reduce the amount, the same simple rule is fol- 
owed. If he wants to withdraw a sum of money for any rea- 
wn, he signs an order, the paymaster gives him the money 
and he is not even obliged to go to the bank. 

Ifhe leaves the employ of the company, he is not given his 
noney, but is simply handed his bank book, in which will be 
userted a statement to the effect that he has been started on 
the road to saving and it is hoped that, no matter where he 
ws, he will keep his bank account; that thereafter all that 
tewill need to do to continue the bank account will be to go 
‘0 the bank with his book and make whatever deposits he 
tesires. It can readily be seen that this plan is fundamentally 
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sound. However, in order for it to succeed, it is essential that 
the management get energetically behind the saving idea. 

It is then necessary to get the foremen interested. The 
men are usually conservative and are sure to ask questions 
regarding this innovation. If the foreman is posted on the 
features of the plan and can answer questions satisfactorily 
and in a spirit that shows he believes in it, the workman is 
almost certain to feel warranted in starting a savings ac- 
count. The general manager, at his regular meetings with his 
foremen, should discuss the plan at intervals for several 
weeks before it is actually started. When the plan is to be 
introduced into the plant, committees should be organized 
to promote the work. For instance, it is highly desirable that 
a special committee be appointed consisting of representa- 
tives of the principal foreign speaking people in each plant. 
These men should be thoroughly instructed as to the plan in 
detail and should be thoroughly sold on it. It is most im- 
portant that the employees of foreign nationality have the 
plan explained to them in their own language. 

It is worth the employer’s time and effort to make this a 
success. It is being done. This is the Worcester plan which 
has been in continuous operation since 1919. It has passed 
through three depressions unscathed. The last report showed 
about 85 per cent participating and there are more than 
2,000 employees. 


IN THIS PLAN THE BANK DOES THE WORK 


THERE is the variation of this plan where the bank does 
most of the work. This is the case where only one bank has 
all the accounts for the plant in question. Bookkeeping and 
clerical work of the employer is eliminated here by the bank. 
The signature card, which is the initial contract, showing 
the amount authorized to be deducted, serves as the first 
deposit slip. A passbook is then sent to the employer for that 
employee, upon receipt of the first deposit from the em- 
ployer, and, thereafter, each pay day a special deposit ticket 
with stub attached is sent to the employer for each employee, 
showing payroll number, department, the day the employee 
is paid and the amount to be deducted. The employee re- 
ceives the stub with his pay and the ticket is sent back to 
the bank by the paymaster together with each passbook and 
with a check for the total amount deducted. The tickets are 
all serially numbered and a record of the numbers is kept at 
the bank. If for any reason the deduction is not made for 
any employee, the entire ticket, including the stub, is re- 
turned to the bank at the time the total or master deposit is 
made. Proper entries are then made by the bank in all books 
sent in and the books are returned to the paymaster. Any 
employee may withdraw any part or all of the account by 
getting his book and taking it to the bank. 

This is only a very cursory glimpse of an attractive and 
worthwhile field of opportunity. 

In America today we stand upon the threshold of another 
era of prosperity with all of its attendant threats and dan- 
gers. We have learned many lessons from the depression 
through which we are passing that should be of lasting bene- 
fit to us individually and as a nation. But unless we profit by 
our experiences when they are fresh in our minds, the 
lessons will probably be lost forever. 

One great lesson we have learned is the importance of sys- 
tematic saving. Now is the time to take advantage of this 
great opportunity—by urging upon salary and wage earners 
a plan of saving that is easy in operation, flexible as to de- 
posits and withdrawals and in which the sums saved are al- 
ways available at full value. 
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Personal Loan Costs and Profits 


under which small loan companies operate in most 
states is to provide information necessary to the de- 
termination of public policy with respect to this business. 
Most states with adequate small loan laws require elaborate 
reports on rates of charge, expenses and profits, suits and 
foreclosures, size of loans, security taken, delinquency, and 
other operating minutiae. Reports are submitted under 
oath, subject to audit against licensees’ records. Many 
states publish official summaries of these reports, and for a 
few other states summaries of official reports made by ac- 
countants retained by lenders’ associations are available. 
Since this material may prove interesting to bankers, 
there are summarized below the available data concerning 
expenses and profits of licensed lenders, and some very gen- 
eral observations concerning the comparability of operating 
ratios of the small loan business with those for personal loan 
departments of commercial banks. 
There are many possible methods of computing rates of 
profit. The three principal ones are: (1) to relate net profit 
to net worth, (2) to relate profits before interest charges to 


(y= of the primary functions of the regulatory laws 


total investment, and (3) to relate profits before interest 


charges to the value of assets used in the business. The na- 
ture of the business, the corporate structure of some of its 
components, the incentives for liberal balance sheet valu- 
ations, and the ease with which the value of assets can be 
approximated have led us to prefer the last of these three 
methods for computing rates of profit in the small loan 
business. 

The predominant asset item in the small loan business is 
“loans receivable’. The other usual items—cash, furniture 
and fixtures, deferred charges, organization or development 
expense, etc., are relatively small. Since the amount of nec- 
essary investment in these other asset items is closely re- 
lated to the amount of the loans receivable item, we have 
estimated the value of all other assets necessary to the 
operation of the business at 15 per cent of the average 
amount of loans outstanding at the beginning and at the 


end of the year, after subtracting reserves for doubtful loans 

The reader who wishes further information concerning the 
choice of method of computing rates of profit, the basis for 
evaluating assets, and the corresponding treatment of in. 
come and expense items will find detailed discussions in an 
article by the writer in the Harvard Business Review for Jan- 
uary 1935, and in Chapter XI of Regulation of the Small Loan 
Business by Robinson and Nugent. It is perhaps sufficient to 
add here that, although accountants for many small loan 


companies have vigorously asserted that the allowance for 


assets other than loans receivable is too low, the method 
itself has had wide acceptance as the best means of estimat- 
ing profits in the small loan business. 

The value of assets, estimated as described above, the 
amounts of gross income, expense, and profit before interest 
on borrowed funds, and the percentage rate of profit to esti- 
mated employed assets for small loan licensees in states for 
which data are available from 1929 to 1935 are shown in the 
table on this page. 

Several state reports covering the small loan business do 
not give itemized expenses, and several group expense items 
in such a way that they cannot be compared with the items 
generally reported. Consequently, our analysis of the ex- 
pensesof small loan licensees covers a smaller number of states. 

The table on the opposite page gives the expense items of 
small loan licensees as percentages of estimated assets for the 
period from 1929 to 1935. 


DIFFERENCES MAKE COMPARISONS DIFFICULT 


TO what extent are these profit and expense ratios com- 
parable with those of personal loan departments of commer- 
cial banks? As far as rates of profit are concerned, it should 
be pointed out that the method of computation selected for 
the small loan business would be highly inadequate for the 
banking business. Funds used in the small loan business may 
consist entirely of entrepreneurial investment, or may be 
composed of varying proportions of entrepreneurial invest- 
ment, long term borrowings and short term borrowings. 


DATA ON SMALL LOAN LICENSEES 


Estimated 
employed 
assets 


$164,752,000 
186,793,000 
231,980,000 
235,110,000 
224,106,000 
228,676,000 
157,471,000 


Number 
of states 
reporting 


Gross income Expenses Profits 


$47,183,000 
51,895,000 
63,332,000 
62,437,000 
58,388,000 
61,429,000 
44,045,000 


$27,877,000 
30,560,000 
39,496,000 
44,277,000 
43,601,000 
43,674,000 
29,701,000 


$19,306,000 
21,335,000 
23,838,000 
18,161,000 
14,787,000 
17,755,000 
14,344,000 
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By ROLF NUGENT 


The rate paid for the use of funds borrowed on long term 
ends to approach long term expectations of profit, and the 
proportion of short term funds which may be obtained or 
sed with safety is limited. 

In the banking business, on the other hand, deposits ob- 
ined at very low cost constitute a large part of the funds in 
se. Hence entrepreneurial investment is the most realistic 
igse for computing rates of profit in banking. In spite of the 
jiferences in method of computation, we believe that the 
ates of profit given for banks in the reports of the Federal 
Reserve Board and the Comptroller of the Currency are 
oughly comparable with those given here for the small loan 
business. 

With respect to the comparability of the expense ratios 
ven here with those of personal loan departments, several 
differences in the characteristics of loans made by personal 
jan departments and by small loan licensees should be 
yoted. In the first place, the average size of loans made by 
jicensed lenders in 1935 was less than $130. Adequate in- 
formation concerning the size of loans made by personal loan 
departments is not available. But it seems reasonable to as- 
ume, on the basis of figures provided by a few banks, that 
the average size of loans exceeds $200 and is perhaps as high 
as $230. The size of loans is an inverse measure of the num- 
ier of transactions involved in lending and collecting a given 
an balance, and the number of transactions directly affects 
operating costs. 

The difference in the size of loans also indicates a differ- 
ence in the kind of borrowers served. Although personal loan 
departments and small loan companies compete to some 
ettent for the same borrowers, small loan companies tend to 
deal generally with people whose economic status is lower 


than that of the customers of personal loan departments. 
Differences in income status of borrowers are reflected in 
costs of lending. 

In the second place, the usual security taken by personal 
loan departments is an endorsed note, while most small loan 
companies lend on single-name paper, secured by chattel 
mortgages on household furniture. Substantial differences in 
technique result from this difference in security. 

The investigation of applicants for endorsed-note loans is 
largely concerned with protecting the lender against fraud 
and with ascertaining that the several parties to the obliga- 
tion have incomes or real property which can be attached in 
case of default. This can be done from within the office by 
telephone, by correspondence, and by clearance with credit 
information exchanges. Fines and notices to borrowers and 
endorsers are used to limit delinquency, and the ultimate 
collection device is usually legal process. 


PERSONAL INVESTIGATION IS EXPENSIVE 


LENDING on single-name paper, on the other hand, re- 
quires personal investigation and collection pressure. The 
reliability of the applicant is judged by visiting his home. 
His budget is usually reviewed in detail in order to ascertain 
that it provides a margin for repaying the loan. Delinquent 
accounts are followed up by personal contacts when over-due 
notices have failed to produce results. Foreclosures of chattel 
mortgages and court actions are rare, and loans which cannot 
be collected by repetitive collection pressure must usually 
be charged off. 

Adequate cost data for personal loan departments of 
banks are not available for comparison with the ratios of 
small loan companies. But it is certain that the aggregate 
expense ratio of the small loan business is much higher than 
that of personal loan departments. The greater risks inher- 
ent in lending on single-name paper and the costs involved in 
“outside” investigations are reflected in the high expense 
ratios for losses, salaries and transportation. It is probable 
that similar ratios for personal loan departments would re- 
flect their higher relative expenditures for telephone service 
and credit reports. 


EXPENSE ITEMS AS PERCENTAGES OF ESTIMATED EMPLOYED ASSETS FOR SMALL LOAN LICENSEES IN 
REPORTING STATES, 1929 TO 1935 
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Expense items 
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Non-Branch Cash Depositories 


By E. A. WAYNE 


has been faced during the past few years with the prob- 

lem of providing some form of banking service for bank- 
less towns. To meet this situation the first South Carolina 
Cash Depository Act became law on April 4, 1932. 

With subsequent amendments, the operation and powers 
of these cash depositories may be briefly outlined as follows: 

1. Only one such institution may be organized in any one 
community and even then only if there is no bank in the 
community. 

2. The minimum capital requirement is $2,500, which 
must be paid-in, in cash. Any organization expenses must be 
provided for in addition to the capital requirement. 

3. These agencies receive deposits payable on demand and 
can, generally, do the business of banking, except the invest- 
ment of deposits. However, they are not permitted to ad- 
vance any funds on uncollected items. And, further, should 
withdrawals exceed the amount of cash on hand or available 
in banks, the withdrawing depositor may be required to ac- 
cept securities purchased by the depository in accordance 
with the terms of the act, at the cost price thereof, in lieu of 
cash. 


Shes bs CAROLINA, along with most of her sister states, 


LOANS AND INVESTMENTS STRICTLY LIMITED 


4. INVESTMENTS are limited to United States securities 
and obligations of the State of South Carolina or any political 
sub-division thereof, but the total investment in securities 
other than United States securities may not exceed 25 per 
cent of the total deposits of the institution on the date of 
such investment. No loans of depositors’ money, other than 
cotton producers’ loans eligible for rediscount with the 
Commodity Credit Corporation, may be made except with 
the written consent of the depositor, in which event such 
loan is charged against the account of the depositor and be- 
comes the depositor’s loan, for which service the depository 
is paid a brokerage fee. 

5. The depository must make a charge for every service 
rendered, including a monthly service charge on each de- 
positor’s account. 

6. All officials (including employees) having access to the 
cash or securities of the depository must furnish a fidelity 
bond, issued by a bonding company authorized to do busi- 
ness in the State of South Carolina, in an amount approved 
by the chief bank examiner. Depositories must carry bur- 
glary and robbery insurance equal at all times to the full 
amount of cash and negotiable securities on hand. 

7. Each cash depository is examined twice annually by 
the chief bank examiner’s office. In addition, it must forward 
reports of condition as often as required. 

8. The revenue of the cash depository is derived from 
three sources: 

(a) Interest on its investments; 

(b) Charges for services rendered; 

(c) Exchange charges, as no depository remits at par. 

Since the first cash depository act was approved, charters 


have been granted to 49 such organizations. Seven of these 
have subsequently been converted into state banks, and the 
remaining 42 are in operation at this time. On December 3 
1936, the total resources of these cash depositories was $3. 
398,584.21, of which amount $868,411.32 was invested ia 
securities approved by the act, $2,135,537.48 was on deposit 
in banks and $333,895.69 was held in cash; the remaining 
amount was in other assets, such as banking house, furniture 
and fixtures, etc. With reference to investment in banking 
house and furniture and fixtures, only the surplus funds of 
the depositories, plus the net undivided profits, may be in- 
vested in such items. The capital of the institutions, which, 
as stated above, must be paid-in in cash, must also be kept at 
all times in cash or invested in United States Government 
securities or securities of the State of South Carolina or polit- 
ical subdivisions thereof. This provision is under a regula- 
tion of the state board of bank control. 


PROFITS ARE CLOSELY WATCHED 


DURING the last six months of 1936, which is the last period 
for which figures are available, only six cash depositories 
failed to show net operating profits. When any cash deposi- 
tory is found by the examining department of the board to 
be operating at a loss, immediate steps are taken to correct 
the situation, or the institution is not permitted to continue 
its operation. The six cash depositories which show an oper- 
ating loss for the last six months of 1936 were all carefully 
studied by the board, and recommendations were made 
which resulted in five of these six showing an operating 
profit for the first three months of 1937. Indications are that 
by June 30, 1937, the sixth one will also be operating at 
a profit. 


THE ATTITUDE TOWARD BRANCH BANKING 


THERE is one question which may be raised. Since the 
statutes of South Carolina permit branch banking, why has 
South Carolina attempted to solve its problem of providing 
banking service for bankless communities by the establish- 
ment of such institutions as cash depositories rather than by 
the establishment of branch banks? This might be answered 
briefly by saying that in October 1931 a bank with nine 
branches closed, and on January 2, 1932, another bank with 
44 branches spread throughout the state closed, and the 
greater portion of our bankless communities had formerly 
been served by one or the other of these two institutions and 
their branches. All of this being fresh and vivid in the minds 
of the people generally, there existed in the affected com- 
munities at the time of the adoption of the Cash Depository 
Act, and to a somewhat lesser degree today, a feeling antag- 
onistic to branch banking in South Carolina. These institu- 
tions have been in operation too short a time to attempt to 
prophesy their future. So far it may be said that they have 
served the purpose of their establishment and are today 
providing a form of banking service to bankless communt- 
ties, and so far they have been successful. 
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Insuranece- Trust Councils 


By ROY H. BOOTH 


old town of Boston organized to form an association for 
the improvement of feeling and understanding between 
themselves and ultimately for the improvement of business 
in both of these important divisions of service to the public. 

The success of this association has been built upon the 
premise that there is no real competition between trust men 
and life underwriters, but that each has its own particular 
riche to work in and a combination of the two is usually the 
est for the client. This has proved itself to be true many 
times over. There is no doubt but what the clients of both 
the insurance men and the trust men in Boston have greatly 
profited by the more efficient and complete analysis of their 
states which has been made possible through this coopera- 
tive organization. Thus, with a very quiet and unassuming 
teginning was moulded a strong link between two great 
institutions—banking and life insurance—each offering its 
gparate and distinct services toward the proper creation, 
management and conservation of estates. 

Some time ago the Trust Division of the American Bank- 
es Association adopted a resolution recording unanimously 
its support of the movement for the organization of Life 
Insurance and Trust Councils throughout the country, and 
it offered to the Life Underwriters Association its sincere 
operation in the activities of such organizing. That such 
ine spirit has brought forth fruit is best illustrated by the 
illowing resolution which recently was adopted by the Na- 
tional Association of Life Underwriters: 

“WHEREAS the Officers and Trustees of the National 
Association of Life Underwriters have observed with interest 
and sympathy the growing effectiveness of cooperative ac- 
tivity between Life Underwriters and Trust Executives, and 

“WHEREAS it has been observed that in those territo- 
ries where the movement has been formally organized through 
ihe erection of Life Insurance and Trust Councils there has 
teen a greater than average progress along these lines, now, 
therefore, be it 

“RESOLVED that the National Association of Life Un- 
terwriters endorse the organization of Councils of this type 
wherever there may seem to be need or opportunity for 
ervices that such organizations may be able to render; and 
further 

“RESOLVED that the National Association of Life Un- 
ierwriters take cognizance of the resolution unanimously 
adopted by the Executive Committee of the Trust Division, 
American Bankers Association, Monday, February 8, 1937, 
New York City; and be it further 
“RESOLVED that the Committee of the National Asso- 
cation of Life Underwriters for Cooperation with Trust 
Executives be hereby instructed to pursue in every legitimate 
vay those activities which will help in further cementing and 
‘panding the friendly relations between the two groups.” 

The council theory has spread rapidly and is now found in 
*veral cities throughout the United States. As the move- 
nent gathers momentum it can readily be expected that the 
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[’ 1930 trust men and life underwriters in the conservative 


majority of the larger centers throughout the country will 
have such councils working quietly and efficiently and 
bringing forth real profit to all sides, including the clients. 

The opinions of many men active in these fields tend to 
point toward the continued success of this movement. Paul 
H. Conway, chairman of The National Association of Life 
Underwriters Committee for Cooperation with Trust Off- 
cers, wrote the following with reference to councils: 

“The very fact that this movement could and did start 
in such a conservative environment and that it has in a 
normal and sound manner started spreading out across New . 
England and New York State and is now drawing the at- 
tention of interested people of many of our larger commu- 
nities across the country, must indicate quite conclusively 
that it is no ‘flash in the pan’ but is indeed worthy of careful 
examination and appraisal.” 


“PRECISELY THE TOOL NEEDED” 


THEODORE M. RIEHLE, president of the National As- 
sociation of Life Underwriters, speaking at the 18th Mid- 
Winter Trust Conference of the Trust Division of the 
American Bankers Association in New York, referred to the 
same matter as follows: 

“T think that in the Life Insurance and Trust Council 
movement which has recently showed remarkable and 
healthy expansion throughout the East and which actively 
has been reborn in some of those communities where previous 
efforts toward cooperation had been made, we have precisely 
the tool which is needed.” 

In both the life insurance business and the trust business, 
there has developed through the years a very sound theory 
that only through careful estate analysis can proper service 
of either type be given to a customer. In this proper analysis 
there is always, with very rare exceptions, a need for the 
services of both life insurance and trust men. Life under- 
writers have found through experience that if their clients 
are sold on the idea that a careful analysis should be made 
and provisions planned which will take care of their entire 
estate, both as to the creation, the administration and the 
conservation, they will have so served their clients that they 
make for themselves a lasting customer. In the same way, 
trust men have found that in the analysis of estates they too 
must take into consideration the creation of new life insur- 
ance, and, by taking the broad view and realizing that both 
instruments—trust and insurance—have their proper place 
and only by consideration of both instruments can the client 
be treated fairly, they too have improved and solidified their 
business. 

We who have felt the reward of a fine spirit of cooperation 
between underwriters and trust men earnestly urge that 
others throughout the country form such associations and 
see for themselves the splendid results which can be ob- 
tained. 

We who have tried it know that sincere cooperation 
produces better feeling, better business and more profit. 
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Small Loans on a Large Scale 


E are not one of those financial institutions concerned 

with the question of undertaking the small loan 

business. We settled that question to our own satis- 
faction a little over nine years ago. As a result we are told 
that ours is the largest small loan department operated by 
any commercial bank between New York and Boston. 

One of the best reasons being advanced for a bank to enter 
the small loan business is the possibility of profits. But in 
addition to profits, we have found our small loan department 
capable of satisfying the legitimate borrowing needs of a 
considerabie number of customers, and even non-customers, 
and we know we have earned considerable good will through 
its operation. 

There is no absolutely inflexible rule by which our depart- 
ment operates. Roughly speaking, we realize that any loan 
of less than $500, running for a period of time, cannot be 
handled by the discount department except at a loss. From 
the bank’s profit standpoint it is clear that clerical costs on 
small loans are about equal to those on large loans. The 
small loan department, however, can take care of a loan 
of this size with satisfaction to the customer and at a profit 
to the bank. Nor is there a strict line of demarkation between 


business loans and personal loans. Frequently personal 


loans of well over $500 are better handled in the small loan 
department, and this applies even to substantial collateral 
loans where the customer prefers to make periodic payments, 
presumably out of regular income. By the same reasoning, 
small business loans are often best handled on a periodic 
repayment basis. Each case is settled with the general 
rules in mind, but upon its own particular merits. 

Other types of lending agencies exist for similar purposes, 
of course, but we have found that many customers much 
prefer to deal with a local bank than to have their loans 
sold outside, and to this as much as to anything we attribute 
the steady growth of this department’s usefulness. 


TWO LOAN TYPES DIVIDED 50-50 


LOANS in this department at the present time are divided 
about equally between the discount of instalment paper and 
straight personal loans. The former needs little explanation; 
it covers the usual items purchased on the instalment plan, 
such as furniture, radios, refrigerators, and also F.H.A. 
Title I loans. The principal reasons given for personal loan 
applications are the consolidation of indebtedness, illness 
and other emergencies. 

An applicant for a small loan is interviewed with con- 
siderable care before he is given an application blank. 
During this preliminary interview we can determine certain 
qualifications, such as age, residence and regularity of 
employment or income from dependable sources, and can 
acquire a fair idea of character. Perhaps two out of every 10 
applicants are advised that there is nothing which the bank 
can do for them. The immediate decision relieves the cus- 
tomer of any feeling of being “kidded” and the opportunity 
is utilized for explaining just why the application cannot 
be approved. This method also, of course, subsequently 
saves considerable time and money to the bank in that no 
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further investigation is needed on a fifth of the cases, The 
adoption of this policy has been tremendously helpful in the 
matter of good will. The other 80 per cent of the applications 
are received and checked further to establish the credit 
standing of the applicant and endorsers or the value of 
collateral. Loans are preferably made on the basis of col. 
lateral or endorsements. But again the procedure is flexible. 
and it is quite possible that an individual of known high 
character and regular income might obtain a loan without 
either collateral or endorsements. 

Loans are discounted. The basic rate we have adopted is 
7 per cent for unsecured or endorsed loans and 6 per cent 
for collateral loans. Either of these, however, may be modi- 
fied by credit circumstances. In addition to the discount, we 
also collect 25 cents per $100 of loan as a contingency or loss 
reserve, and it is interesting to note that up to date this fee, 
by whatever name it may be called, has been adequate to 
cover all losses sustained in this department. For dealers 
who sell on the instalment plan we establish a line of credit 
on the usual basis, and thereafter we take customers’ paper 
up to the total of that line. The basic rates to dealers are 
6-2-10; in other words, 6 per cent discount, 2 per cent com- 
mission and 10 per cent reserve. These terms, however, may 
also be modified in negotiation, depending upon the credit 
standing of the dealer. As soon as the loan has been ap- 
proved, the bank’s check is issued promptly and the cus- 
tomer is mailed a “payment book’’, which is somewhat 
similar in form to a savings passbook. Loans are to be repaid 
weekly or monthly, in person or by mail, and the borrower 
is asked to bring or send in his passbook so that each transac- 
tion may be immediately recorded. 

Under our arrangement there is not a single note in our 
possession with any legal instrument attached; yet any note 
on which payment is not made promptly is considered 
delinquent. We use a series of delinquent notices, the first of 
which would normally be mailed on the day upon which 
payment was due. However, the bank determined that it 
would hold first notices for 24 hours before mailing, since 
those with the best of intentions may conceivably be slightly 
delayed for legitimate reasons, and to them the receipt of a 
delinquent notice would be a source of irritation. The pru- 
dence of our decision has been borne out repeatedly, for 
most payments have been made without reminder within 24 
hours of their due date. : 

To dealers, twice a month, the bank furnishes a list of 
delinquent accounts so that they may bring pressure on their 
customers to meet the instalments. In addition, the bank has 
an arrangement whereby dealers buy back any note which 
the bank finds unsatisfactory. In the case of instalment paper 
the bank usually goes no further with the borrower than to 
send out the first notice of delinquency one day after pay- 
ment is due; the rest is the dealer’s responsibility. 

Each note is numbered consecutively from 1 to 9999. 
When the latter figure is reached the series reverts again t0 
1, for under our present volume each note of the first series 
will have been completely discharged before the second series 
starts, and the addition of a fifth digit to the number tends to 
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By WILLIAM McARTHUR 


unnecessary confusion. Preceding the consecutive number 
appears @ symbol indicating whether it is a weekly or a 
nonthly repayment plan and whether or not there is col- 
iyteral. Weekly repayments bear the initial of the day of 
the week, with “X” symbolizing Thursday to avoid con- 
jysion with the ““T” for Tuesday. Monthly repayments 
year the day of the month, and preceding either of those 
wmbols a “C”’ is used to indicate a collateral loan. Thus No. 
(.M-1001 would be a collateral loan with payments due 
on Mondays, whereas No. 22-1002 would be a non-collateral 
jan, payments on which were to be made on the twenty- 
cond of each month. In filing the notes, collateral notes 
are separated from non-collateral and the monthly payment 
notes from the weekly payments. Each note is then filed 
according to its instalment payment date and under that 
category by its consecutive number. 


THE REGISTER THAT HAS ALL THE FACTS 


4 PERSONAL loan discount register, posted by hand each ° 


day, contains all the essential information, including the 
maker’s name, the endorsers’ names or description of col- 
lateral, the number of the loan, the rate, the date of the 
note, due dates, debit items including loan, discount and 
cash, and credit items including discount, commission, in- 
surance reserve, 10 per cent reserve account and finally the 
distribution of the proceeds under the items—repayment of 
old note, department check or credit to account. 

The details of each note are also promptly posted on a 
edger card. Two colors are used—an orange card signifying 
weekly payment notes, collateral or otherwise, and a cream 
colored card indicating monthly payment notes, collateral 
or otherwise. In addition to the primary information, such 
as name, address, due date, amount, number, amount of 
weekly payment and day payable, each card contains col- 
umns covering date paid, due date, fine payments, cumula- 
tive totals of payments, the account number (which is re- 
peated with each entry) and the payment schedule. Our 
we of the card requires a little explanation. 

Some of the columns are included on the card because of 
the type of machines used [National posting], and it is es- 
ential that all necessary information appear on the auditor’s 
taily tape as well as on the borrower’s payment book. These 
must agree with the ledger card, and of course, they appear 
in legible and indelible printed form. Although our system 
contemplates the possibility of fines we have never found 
that system to be particularly helpful, either in inducing 
payments on time or as a weapon to obtain more prompt 
settlement of over-due accounts; that column on the card 
Snever used. We fill in by hand on the card at the very out- 
xt the full column of due dates and the full column of pay- 
ment schedules. 

So far as the bookkeeping and auditing are concerned, our 
accounts are kept in five sections—one section devoted to 
weekly payments, one to collateral notes and three to 
nonthly payments. The monthly sections are broken down 
by date groups—from the ist to the 10th, from the 11th 
othe 20th, and from the 21st to the 30th. Payments nor- 
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mally due on the 31st of any month would be listed as due 
on the 30th. 

The auditor’s tape at the end of the day shows the com- 
plete picture of all transactions within the department. 
For each transaction the old balance is picked up, the ac- 
count number inserted, the amount of the payment, the 
section number, the teller’s designation and the new balance 
extended. We have two machines, each one of which has 
four teller’s keys, only two of which are used on each ma- 
chine. Audit totals at the end of the day are pulled by sec- 
tions and by teller’s designations. 

All active cards on which payments have been made are 
held out till the end of the day when old and new balance 
proofs are run, and from these cards also are run up daily 
the contingent liability of dealers. For convenience the 
payment items are entered on daily sheets under the dealer’s 
name, and every dealer is also assigned a number so that 
our work may be done with greater facility. 

This does not include the full control ledger on dealers, 
for the daily sheet takes account only of repayments of notes 
and not of new notes made. As we have said, dealers are 
apprised every two weeks of the status of their accounts. 

When a note is finally paid, the ledger card is debited by 
the face of the note and a debit ticket is filed to the payment 
account with a credit ticket to the loan account. Tickets are 
sent to the general ledgers on new loans and loans fully paid. 

All of the work of the department is handled under the 
number filing system, except in two instances. A borrower, 
coming to the bank without his payment book, may not 
know his account number. To meet that situation we have 
analphabetical visible index file containing only the name and 
number of each account. We also maintain an alphabetical 
file on the names of all borrowers. Some of these folders 
may contain no information; others may have an F.H.A. 
application blank or other documents pertinent to the loan. 
As soon as a loan is repaid the folder material is transferred to 
another section of the office and remains as a permanent 
credit file on that name. Finally, we maintain an alpha- 
betical card file on all endorsers for the purpose of deterring 
undue enthusiasm on the part of a proposed endorser for 
several notes. 

Two and a half years ago we had 1,546 loans on our books; 
today we have 3,717 outstanding. Our daily accrued income 
is more than two and a half times what it was two and a 
half years ago. We operate our books on a daily accrual in- 
terest basis with interest ceasing on the due date of the last 
payment, whether the payment has been made or not. 
Our losses, as has been mentioned, have so far been com- 
pletely covered out of the fee of 25 cents per $100 deducted 
from the proceeds of the note. We have removed from our 
regular discount department the handling of many unprofit- 
able items and slow items, but have not had to send our 
customers elsewhere for accommodation in the process. 
Our experience has convinced us that the operation of a 
small loan department is not only a proper function of a 
commercial bank of our type, but constitutes a profitable 
employment for funds. Its operation does not need to be 
particularly complicated, for it is susceptible of a high 
degree of mechanization, despite its flexibility. Finally, it is 
a service which in our estimation will be in growing demand 
among those who have legitimate cause to borrow for busi- 
ness or personal reasons, who have the character, ability 
and willingness to repay loans and yet, under normal bank- 
ing practices, might either be deprived of that privilege or 
subjected to the possibility of extraordinarily high rates. 
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Business Property Modernization 


By KENNETH MURCHISON 


— the majority of modernization loans are 
made for the purpose of keeping dwellings up to date, 
still there is a considerable field of endeavor in making 
business structures more attractive and more profitable to 
their owners by the addition of well thought out changes 
in fronts and interior arrangement. This is true of stores, 
garages, movie theatres, and even hotels and office buildings. 

Take store fronts, for instance. At the time a certain 
building was erected, there may have been no demand for 
stores in that immediate neighborhood. But business crept 
up, conditions changed, and a new source of profit was 
thereby revealed. So the owner, or the lessee—if his lease 
is long enough to warrant the expenditure—becomes im- 
bued with the idea of added income, and in the next se- 
quence of events visits his bank to propose a modernization 
loan. 


Such a loan as he will require will, in all probability, come © 


under the head of personal loans, unsecured, and must be 
paid off with profits of the increased sales which the borrower 
expects to make. 


Improvements in displaying goods and attracting the 


attention of passers-by are so striking that the owner 
or operator of the shop with old-fashioned, narrow show 
windows, encumbered by heavy wooden corners, with 
floors too high above the street level, deserves consideration 
from his banker when he approaches him with the idea of 
going modern. 

One of the reasons for the lure of the big cities is the con- 
stantly changing panorama along their avenues and princi- 
pal streets—the lure of the show-window and the artistic 
arrangement of the merchandise on view. It is quite an art, 


window decoration. Here ingenuity is displayed in its highest 
form. 


SHOW-WINDOWS MODERNIZE EASILY 


IT is important, in making changes in show-windows, 
that the floors of these windows be quite low to the ground, 
about 18 inches high on an average; that the window occupy 
as much of the frontage as possible; that there be ample 
electric outlets, floor and side, to take care of any sort of 
artificial lighting the window dresser may employ. 

The floor of the show-window is generally of wood, some- 
times covered with linoleum or monk’s cloth (a rough- 
texture material), or rubber tile. The back of the window is 
also of wood, of a design in harmony, but also practical 
in that it must afford a satisfactory background for the dis- 
play of goods for sale. 

Not only in their exterior appearance but in their interior 
arrangements and decoration—or lack of decoration— 
do many stores and business spaces lack a modern touch to- 
day. A bright, attractive shop, well lighted, will undoubtedly 
do more business than one of opposite description. The color 
of walls, ceilings and fixtures should be of a light tone, for 
dark colors not only tend to depress the customers but also 
serve to make the space look smaller. 
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Many bank loans are placed on hotels and business strye. 
tures. Formerly, the hotel diningroom faced the Street, be- 
cause the guests liked to look out of the window and se 
what was going on. (It also took their mind off the food.) 
Now, things are changed, and the boarders don’t seem to 
mind being cut off from the passing panorama of comedy and 
tragedy. Many instances in our cities may be seen of wasted 
street fronts, where the hotel dining-room—of doubtful 
profit in any event—could be reasonably cut down in size 
making room for a shop or two, the latter of steady income. 
producing possibilities. 

In New York recently a hotel gained for itself an entire 
avenue block of shops, some 200 feet long. These shops 
rented readily, and after the first cost of alteration was 
amortized, in about three years, the hotel found itself not 
only with a healthy additional income but with added 
conveniences available to its clientele from these shops. 


THE DRUG-SODA STORE HAS POSSIBILITIES 


A CURRENT phenomenon of retail business is the amaz- 
ing development of the drug store. You have to be a trained 
sleuth to find the medical end of a drug store these days. 
The soda fountain is the center of activity—it certainly 
seems to have developed the habit of eating at all hours of 
the day or night. The drug store selling pharmaceutics only 
is a rarity of the first water, something to gaze upon in 
wonder, with higher prices than its soda-dispensing neigh- 
bor, with perhaps a telephone booth or two, but with no 
other place to sit one’s self down and rest! 

Modernization loans have still a wide field in drug stores. 
A careful $2,000 investment in a shining fountain of marble 
and chromium may soon bail itself out. The only banking 
obstacle to that, however, is that the soda fountain manu- 
facturers are bankers on a considerable scale themselves, 
for we know that only in rare cases do the drug store pro- 
prietors pay cash for their installations. 

The refurbishing of business buildings on which institutions 
hold mortgages is something that merits earnest investiga- 
tion. Instances are many where cleaning and painting a 
store may result in passing interest being taken in a building 
where no one might notice it if left dirty and neglected- 
looking. Recently, in our neighborhood, a grocery store 
moved out of a corner building. The owner left the building 
pretty much as it was—didn’t even clean the windows. 


Result: unrented for almost a year, in a residential locality # 


where there is a distinct call for food stores. 

These commercial loans are generally of small risk if care: 
fully investigated before making the commitment. (We a& 
sume that bankers are the most careful of all humans.) Thest 
loans should be paid off in three years or so, based in some 
cases on an arrangement of a percentage on the gross sales 
to meet the obligation. 

The largest fly swimming around the ointment today is the 
increasing cost of building. In many cities it seems to 
about the 1929 range, mainly owing to wage rises. 
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This Year New England 


AT Boston in October the American Bankers Association will hold its 63rd Annual 
Convention. While attending this Convention, bankers will have an opportunity to 


observe first-hand the reasons for New England's industrial and financial im- 


portance. A chart recently prepared by the New England Council shows that these 
six northeastern states, with only 2.2 per cent of the country’s area and 6.7 per cent of 


the population, have 7.3 per cent of the wealth, 7.9 per cent of the income, 9.8 per cent 
of the value of manufactured products and 18.6 per cent of the savings deposits. 


GENDREAU 


Below, the Massachusetts state house. overlooking Boston Common 


CUSHING 


Charles E. Spencer, -» Vice-president 
First National Bank, Boston, is chairman 


of the general committee for the Convention 


Left, the present bridge at Concord, near 

Boston, is a reproduction of the original 

“Minute Man Bridge” that stood on the 
same spot during the Revolution 


Below, Connecticut's capitol at Hartford 


CUSHING 
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WV. F. 


Augustine, vice-president, National 


Shawmut Bank, Boston, is chairman of the 
hotel and registration committee 


Below, the state house in Montpelier, Vermont 


June 1937 


CUSHING 
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CUSHING 


Above, the Rhode Island capitol 
at Providence 


Left, the capitol of Maine at 
Augusta 


Below, New Hampshire’s capitol 


building in Concord 
CUSHING 
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Inside a French Bank 


PHOTOS FOR BANKING BY HENRI DANIEL FROM 


The Banque de l'Union Parisienne, Paris, maintains direct telephone lines to the Bourse 
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Handling tickets for the national lottery Coupon department 
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The top sign indicates safe deposit rentals; the lower one, night deposit service, This desk, with its French style *phones and 
with information available at window No. | A merican ink well, is in the accounting department 


Information room, where the day’s financial pages are posted 


t 
+ 
~ 
ellers’ windows in the Banque de l'Union 
ar, 
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A girl in the bookkeeping 
department 


Below, the coupon depart- 

ment of the Banque de 
l'Union Parisienne 
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Two of the bank’s 


essengers wait for 
assignments 


A door that gives 
access to the safes 


Entrance to the bank’s 
vaults, which are three 
floors underground 
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Field Work 


THE MINNEAPOLIS CHAPTER, A.L.B., pays a visit 
to the state capitol and legislature 


THE MILWAUKEE CHAPTER tours the Milwaukee Journal 
and radio station WTMJ 


_ Mleotion dey Tuesday ~ April 6, 1937 


4-1.B. members - save this dete for a most interesting 


state's largeat nowspeper end redio station, 
metropolitan mewspaper in sotion 2 
GO behind the scenes of big time radio 
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HARRIS & EWING 


THE HUDSON COUNTY (NEW JERSEY) CHAPTER sees 


the Midtown Tunnel under the Hudson River 


June 1937 


HIRSCH PHOTOS 
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HUDSON COUNTY CHAPTER (continued) 


THE CHICAGO CHAPTER, A.I.B., goes to the Studebaker 


plant at South Bend 
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Commercial Lobby Exhibit 


HE fifth annual Spring exhibition of 

the Brooklyn and Long Island Paint- 
ers and Sculptors was held in the gallery 
of the Brooklyn Savings Bank. The long 
marble lobby of the bank is well suited for 
an exhibition of this sort. The display 
numbered 87 canvases, in oil and water 
color, and a variety of bronze and marble 
pieces. The paintings were placed at eye- 
level, and an attendant was nearby to 
explain the work or supply the artists’ 
names. 

Most of the depositors and customers 
who happened to be in the bank stopped 
long enough to examine and enjoy the 
exhibit. The display also attracted many 
office workers in the neighborhood, who 
came to see the pictures during their 
lunch hours. 


HARRIS & EWING PHOTOS 
June 1937 
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A Bank for Women 


VOOR VROUWELYRE CLI 


| BUR NTOOR 


N AMSTERDAM is The Woman's Bank, which is a branch 

of the Rotterdam United Banks, the Rotterdamsche Bank- 
vereeniging. An institution operated solely by women and cater- 
ing only to women customers, it is said to be unique in Europe. ‘ 

It is equipped to handle all the banking needs of its women } Ee ill 
clients, including the administration of property. One of the 3 i: | 
most widely used of its services is that of advisory work in con- 


nection wi th investments. 


* * * 
At the top of this page are two exterior views of the bank. Be- 


low at the left is a customer at the desk of one of the bank’s 
officials. 
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Advertising to Women 


ing, Jacksonville 


Shopping made easy 
BY MODERN BANKING SERVICE 


SPECIAL ATTENTION TO LADIES 


You will appreciate the special atten- A paying and receiving teller at the 
tion to your needs and the courteous, entrance to the Ladies’ Department, 
banking cervice rendered dispenses crisp, new currency to cus 
—— tomers . . Our Safe Deposit Vault, a 
few feet away, provides private boxes 
Our large and well-appointed Ladies where articles that you can’t afford to Ay BUNpnen years ago, only a tew 
Department provides a welcomed place lose, and things that are purely y American women wore 
to relax during a busy shopping tour, . cs 
and a convenient rendezvous. A tele ings and > 
phone, stationery, and the services of a 
maid, always in attendance, make this y 
service complete. No wonder “Meet me We cordially invite you to make full 
at The Atlantic” is a popular appoint- —_use of our complete facilities—and wel- 
ment among ladies! come your patronage. 


Che AT L A N IC | COMMERCE BANK NATIONAL BANK 


«MAIN OFFICE « THIRD AVE. N. AT UNION ST. + BROADWAY OFFICE + &2] BROADWAY ¢ BROADWAY AT THIRD + 716 CHURCH ST 
NAT 10 BAN | COMMERCE UNION OFFICES AT CAMDEN : LAWRENCEBURG : GALLATIN ; LEBANON 
K > | 
cK s nvitee 


MURFREESBORO WOODBURY : COLUMBIA SPARTA ‘SPRINGPIELD 
OF JA 


| MEMBERS FEDERAL DEPOSIT INSURANCE CORPORATION 


For Business \X/omen 
A 


Time-Saving 
Checking Account 


Service which some nd let us explain furthuts 


wth us at amy Hime 


WOMAN’S DEPARTMENT 


FIRST NATIONAL BANK 
ATLANTA 


FOUNDED 1865 = CAPITAL, SURPLUS AND PROFITS $9,000,000 


Member Federal Deposit Insurance Corporation 
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The 
Housewife 


cant be running out 


all the time praying bills 


Ir 
TAKING care of the home and children is a fot! 


7 convenient than money housewives find it difficult and sometimes inn; 
2. of mone’ pay bills or buy money orders. The new Midi... 
offers them a simple convenient way of handlin ¢ 
transactions. kent, 

: This low cost plan enables the housewife and everson Marine 
You alwayshave advantages of paying bills by check. As little as $s Marit 
ae checks can and no minimum balance is required. The only that h 

“the c 
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EASONS WHY YOU 


we BY CHECK 


SHOULD PAY BILLS 


me job, and most 
ble to get away to 


@ Capital, 210 billion dollars! Beneficiaries of 80° of all life 
insurance policies. Owners of the greatest percentage of 
stock in the largest corporations. Recipients of 70% of all 
men’s estates. Controllers of spending 85% of the earned 
income of the nation and three-fourths of its wealth. 

@ As owners of 65°+ of all savings accounts, it is apparent 
that women dominate not only the larger portion of the 
nation’s earning and spending power but also its thrift 
reserves. 

@ While this legal control of wealth makes it imperative for 


women to understand banking, we think it is just as im great < 
FIRST TRUST COMPANY 


portant that they know definitely what our attitude is toward nd th 
OF TONAWANDA a 


them. 
1. Do we have time to answer simple banking ques- — STATE TRUST COMPANY large 
tions? = OF NORTH TONAWANDA K nt 
2. Would it be embarrassing to ask how to write a Bent 
check correctly or how to indorse any commercial out the 
paper? 
3. Is a woman supposed to know how to arrange for future 
various banking services or is she entitled to a com- f 1 9 3 
0) x 
would 
financ! 
Gover! 


sb h check used. This am 
each used. This 
to psy ye to keep sume ol is amounts to only 8Y4¢ if che: 


You don't bout theft or loss. 
Ment 
an exce Check the list of advantages of a checking account and then come 
and let us explain the Midland Economy Check lan in full dete, x taken 
cordial welcome awaits you. 


The Tonawandas’ Marine Midland Banks 


MEMBERS PROERAL DEPOSIT INSURANCE Conronation 


plete comprehensive explanation? 


4. Is she supposed to understand bank terms or will we 
talk in HER language? 
@ Madam, you have only to approach any officer of this 
bank to be convinced that we have BOTH the time and de- 
sire to be of constructive help in any phase of financial 
service. 


€VERY MODERN 
BUSINESS WOMAN 


Pays by 


® MODERN MONEY 
MANAGEMENT—Ne. 6 


BANK 


© Consider the advantages of a checking account on the friendly 
Capital Corner First of course, is SAFETY No money lying 
around home to be mislaid, destroyed or stolen Second, ACCU- 
RACY You know just what you've paid, and have oa record in 
your returned check that a bill has been paid. Third, CON- 
VENIENCE No running around paying bills, or going to post 
office for money orders. Fourth, for these reasons a checking ac- 
count is ECONOMY Fifth, it adds to your PRESTIGE and gives 
you a credit standing at your bank It’s Modern Money Man- 
agement 


MEMBER F.D.1.C. MEMBER FEDERAL RESERVE SYSTEM 


INVITE | 
YOUR | CAPITAL NATIONAL BANK 


DEPOSITS! 


ANOTHER MONEY ORDER 
TO BUY. | SIMPLY DREAD 


THAT STANDING IN LINE WHY NOT PAY YOUR BILLS 


BY CHECK? THE NEW MIDLAND 
ECONOMY CHECK PLAN 
MAKES IT EASY 


Bread and Banking 


@ Bread has been known as the Staff of Life from 
the earliest centuries but today bread has become 
such a staple item of food that few realize the as 

2, More convenient than mosey ot 


10 REASONS WHY You 
SHOULD PAY BILLS BY CHECK 


1. Saves time. You don't haw: 
mnt 0 out in bad weather to pay 


oF other forms of money translet 
3. 
monthly light billa, gas bille ete. 


PAY YOUR BILLS BY CHECK 


part banking plays in its making. 


In every step of production, from the planting of 
the grain to the finished loaf on your table some 
facility of banking was used. 


In the Nashville territory, financial transactions 
involved in the planting ‘of grain, the milling of 
flour, the baking of the loaves and the retail de- 
livery of your bread are handled in large volume 


@ Wuen you buy a money order, 
you many times have to stand in 
line. Why put up with it any longer? 
It's easy now to pay your bills by 
check and avoid all inconvenience. 
Designed for people of moderate 
means, the new Midland Economy 
Check Plan provides checking ser- 
vice at low cost. You can open an 
account for as little as $5, and no 


minimum balance is required. You 
simply pay a small fee for each check 
you use, only 8%¢ when you buy them 
in books of 12. This is less than the 
cost of the average money order. 

Don’t fail to check the complete list 
of 10 reasons why you should pay 
bills by check. Then"come im and let 
us tell yo more about this simple, 
low cost pay-as-you-go check plan. 


4. Cheaper than most mosey onder 
5. You always have the - 
on hand checks cam be neds 
‘amount of 

to poy. money you wat 
6. You don’t ha 
7. A cancelled check is an 

excellent 


by the American National Bank. 


&#AM ERICAN NATIONAL BANK 


NASHVILLE 


Member Federel Deposit Insurance Corporation 


9. A check mat 


Controls spending: 
MANUFACTURERS NATIONAL tury to 


Your money; makes it easy to budget. 
BANK OF TROY 


TROY'S MARINE MIDLAND BANK Ne 
Peoples Office: Corinth Office: Main Office. 
604 SECOND AVENUE CORINTH, N. Y. FRANKLIN SQUARE 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


©CRARTER MEMBER PESERAL srsTtem 
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| Directly or Indirectly, everyone benefits every day from Banking Services | 
\ “Ak JACKSON “On the Capital Corner” 
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The Business Month 


THE Executive Council, American Bank- 
ers Association, met at Hot Springs, 
\rkansas, April 18 to 21. Two of the 
most important reports were by Col. 
Leonard P. Ayres, Chairman of the Eco- 
omic Policy Commission, and Fred I. 
Kent, Chairman of the Commerce and 
Marine Commission. Col. Ayres stated 

he considers of major importance 


INACTIVE DEPOSITS 


the credit expansion which has already 
taken place through the marketing of 
reat amounts ot Government securities, 
and the resulting piling up in the banks of 
large totals of inactive deposits.” Mr. 
Kent, in concluding his report, pointed 
out that “‘the business and economic near 
future of the country, including the Fall 
of 1937 and the next few years to come, 
would seem to be bound up with the 
financial and legislative activities of the 
Government.” Mr. Kent Col. Ayres 


U. & U. WIDE WORLD 


THE CHAMBER OF COMMERCE OF THE UNITED Reynolds Tobacco Company and formerly N.R.A. Adminis- 
STATES opened its 25th annual meeting in Washington on trator. Above at the right, George H. Davis of Kansas City, the 
April 26. Labor relations naturally took an important place on Chamber’s new president. Below at the left, Charles W. Nagle, a 
the program this year. At one of the meetings were, above left, founder of the organization 25 years ago, who was Secretary of 
Secretary of Agriculture Wallace, Thomas J. Watson, president, Commerce under President Taft. Below right, past president 
International Business Machines Corporation, Secretary of Harper Sibley, James A. Farrell, chairman, National Foreign 
Commerce Roper and S. Clay Williams, chairman of the R. J. Trade Council, and Philip J. Fay, vice-president of the Chamber. 


HARRIS & EWING 


June 1937 
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The Business Month 
(continued) 


NATIONAL ASSOCIATION OF 
MUTUAL SAVINGS BANKS 


The 17th annual conference was held 
in New York for three days beginning 
April 28. Henry R. Kinsey, left, 
president of the Williamsburgh Sav- 
ings Bank, Brooklyn, N. Y., was 
elected president of the organization 
at its last session. In the picture at 
the right, are shown Henry Bruere 
(right), president of the Bowery Sav- 
ings Bank, New York, and D. B. 
Robertson, president of the Brother- 
hood of Locomotive Firemen and 
Enginemen. Railroad problems were 
among those discussed at the con- 


ference. 
BACHRACH 


WHITE SULPHUR PHOTOS 


THE RESERVE CITY BANKERS held their annual meeting 
in White Sulphur Springs, West Virginia, April 26-28. Above, 
left, are, left to right,Gustav H. Mueller, Indianapolis, first 
president, and Richard S. Hawes, St. Louis, second presi- 
dent of the association. In the picture on the right are, left to 


right, Raymond E. Jones, vice-president, Bank of the Manhat- 
tan Company, New York, Robert Strickland, president of the 
Trust Company of Georgia, Atlanta, and president of the 
association, and Clinton H. Chase, vice-president, First 
National Bank in St. Louis. 


NATIONAL 
FOREIGN TRADE 
WEEK 


At a luncheon in New 
York during National 
Foreign Trade Week 
were, standing, James A. 
Farrell, chairman, Na- 
tional Foreign Trade 
Council; seated, Assistant 
Secretary of State Fran- 
cis B. Sayre, Sir Ronald 
Lindsay, British Ambas- 
sador, and Felipe A. 
Espil, Ambassador from 
Argentina. 
WIDE WORLD 
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hundreds of 

banks and commercial 

institutions are de- 

pending more than 

eer upon Recordak 

Photographic Systems 

for efficient, economi- 

cal record handling. 

Photographic methods have developed 
fom a trend into an industry. 

Today, photography as an accounting 
ind record-keeping medium reaches into 
many fields. The Bureau of Census is re- 
cording data photographically .. . Federal, 
tate and municipal governments have 
opted photographic records for their 
work... newspapers, archives, historical 
ind literary manuscripts are recorded by 
photography. 


In Business, Too 


Insurance and mercantile companies... 
department stores ... industrial organiza- 


tons know by their own experience the 


value of photographic 
records, the economy 
with which they are 
produced. Even in 
libraries, reading of 
back newspaper files, 
day-by-day histories, 
is done with the help 
of special Recordak projectors. 


Accuracy, Speed, Safety 


Banks lead the way...showing, through 
many years of application, that photo- 
graphic records are safest, most accurate, 
most complete. They are tamper-proof, 
extraction-proof, alteration-proof... speed- 
ily made...easily handled and filed. Most 
important, the accuracy, speed and safety 
of photography meet today’s accounting 
and record-keeping needs on a new basis 
of greater efficiency and economy... through 
Recordak Photographic Systems. Recordak 
Corporation, Subsidiary of Eastman Kodak 
Co., 350 Madison Ave., New York, N. Y. 


Recordak 


ACCOUNTING BY PHOTOGRAPHY 
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CALENDAR 


Meetings and Activities 


The A.I.B. Convention 


OME 1,500 members of the American Institute of Bank- 
S ing will be in St. Paul, Minnesota, June 7-11, for the 
35th annual convention of the American Institute of 
Banking: National and local committees have worked out a 
crowded program of business meetings, departmental con- 
ferences, social functions and the special convention features 
that are of particular interest to Institute members. 

Business sessions will be held in Hotel Lowry. Tom K. 
Smith, President of the American Bankers Association, is to 
address the delegates on June 8. Other prominent speakers 
at general sessions include Jesse F. Wood, Vice-President of 
The State-Planters Bank & Trust Company, Richmond, 
Virginia, and the Right Reverend James E. Freeman, Prot- 
estant Episcopal Bishop of Washington, D. C. 

Among the outstanding events at the St. Paul meeting is 
the Eleventh National Public Speaking Contest for the cash 
prizes totaling $1,100 offered through the A. P. Giannini 
Educational Endowment. This is scheduled for the evening 
of June 7 when eight speakers, winners in their respective 
district competitions, will discuss the question: “Is the De- 
cline in the Proportion of Commercial Loans to Deposits a 
Permanent Condition, and Why?” The contestants are: 
Oliver H. Hutchinson, Security Trust Company, Rochester, 


CONVENTIONS 


A.B.A. Meetings 


American Institute of Banking, Hotel Lowry, St. Paul, 
Minnesota 


June 7-11 


June 22- 
July 3 


Aug. 12-14 


Graduate School of Banking, Rutgers University, New 
Brunswick, New Jersey 

Annual Trust Conference of the Pacific Coast and Rocky 
Mountain States, Portland, Oregon 

A.B.A. Convention, Statler Hotel, Boston, Massachusetts 


Oct. 11-14 


State Associations 
May 27- 
June 1 
May 31- 
June 2 
June 34 
June 8-9 
June 10-11 
June 10-12 
June 11-12 
June 11-12 
June 14-15 
June 15 
June 16 


New York, Aboard S. S. Washington sailing to Bermuda 


Iowa, Hotel Warrior, Sioux City 

South Dakota, Rapid City 

Mississippi, Edgewater Gulf Hotel, Edgewater Park 
Idaho, Hotel Rogerson, Twin Falls 

Massachusetts, New Ocean House, Swampscott 
Georgia, Rome 

North Dakota, Fargo 

Oregon, Pilot Butte Inn, Bend 

Connecticut, Norwich Inn, Norwich 

Rhode Island, Rhode Island Hospital Trust Co., Provi- 
dence 

Minnesota, Lowry Hotel, St. Paul 

Washington, Bellingham 

Colorado, Stanley Hotel, Estes Park 

Utah, Bryce Canyon Lodge, Bryce Canyon 

Virginia and West Virginia (Joint Convention), the Green- 
brier, White Sulphur Springs, West Virginia 

Michigan, Grand Hotel, Mackinac Island 

Montana, Many Glaciers Hotel, Glacier National Park 
Maine, Mount Kineo Hotel, Moosehead Lake 
Wyoming, Sheridan 

Wisconsin (Cruise) 

Delaware, Rehoboth Beach 


June 16-18 
June 17-18 
June 18-19 
June 21-22 
June 24-26 


June 24-27 
June 25-26 
June 25-27 
June 25-26 
June 26-29 
Sept. 9 
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New York; James W. Dodd, Jr., Federal Reserve Bank of 
Richmond; George S. Allen, Harris Trust and Savings Bank 
Chicago; Robert C. Rutherford, First National Bank and 
Trust Company, Minneapolis; Comer S. Bishop, Texas 
Bank and Trust Company, Dallas; Gordon S. Templar, 
Security-First National Bank, Huntington Park, California 
(Los Angeles Chapter); R. Lawrence Brown, The Bank of 
California, N.A., Seattle; and Jason W. Stockbridge, Savings 
Bank of Baltimore. 

Semi-finals in the annual chapter debate are held on the 
afternoon of June 7. The subject is “Resolved: That Tax 
Exempt Securities Should No Longer Be Issued”. Waco 
Chapter, upholding the affirmative, meets New York Chap- 
ter, while Los Angeles, on the affirmative, debates Chicago 
in the other bracket to determine the finalists on the evening 
of June 8. 

Caucuses for the national election take place June 10. Re- 
sults of the secret balloting for Institute officers will be 
announced the following morning at the final business 
session. The retiring President is Henry Verdelin, assistant 
vice-president, First Service Corporation, Minneapolis. 

Departmental conference leaders for the business meetings 
are as follows: 

Audits and accounting, E. G. Armstrong, comptroller, 
Commerce Trust Company, Kansas City, Missouri; bank 


Other Organizations 


Society for Stability in Money and Banking, Richmond, 
Virginia 

Annual Conference of the National Office Management 
Association, Stevens Hotel, Chicago, Illinois 

First Mid-Continent Conference on Banking, University / 
of Tulsa, Tulsa, Oklahoma 

Annual Convention, Advertising Federation of America, 
Hotel Pennsylvania, New York, N. Y. 

Annual Convention and Credit Congress of the Industry 
of the National Association of Credit Men, Chicago, 
Illinois 


June 
June 
June 
June 20-23 


June 21-24 


June 28- 
July 23 Third Annual Cowles Commission Research Conference | 
in Economics and Science, Colorado Springs, Colorado 
National Security Traders Association, Atlantic City, 
New Jersey 
Annual Convention of the Morris Plan Bankers Associa- 
tion, Broadmoor, Colorado Springs, Colorado 
Financial Advertisers Association, Syracuse, New York 
Savings Banks Association of Massachusetts, New Ocean 
House, Swampscott 
American Association of Personal Finance Companies, 
Hotel Indiana, French Lick Springs, Indiana 
Annual Conference of National Industrial Advertisers 
Association, Edgewater Beach Hotel, Chicago, Illinois 
Annual Meeting of the National Association of Bank 
Auditors and Comptrollers, Boston, Massachusetts 
Annual Convention, National Association of Real Estate 
Boards, The William Penn Hotel, Pittsburgh, Pennsyl- 
vania 
Savings Banks Association of the State of New York, The 
Greenbrier, White Sulphur Springs, West Virginia 
Annual Convention of the Investment Bankers Associa- 
tion of America, Greenbrier Hotel, White Sulphur Springs, 
West Virginia 
American Accounting Association, Atlantic City, New 
Jersey 
American Economic Association, Atlantic City, New 
Jersey 


Sept. 8-11 
Sept. 13-15 


Sept. 13-16 
Sept. 16-18 


21-23 
23-25 
. 11-14 


. 18-23 


. 20-22 
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nanagement, Raymond C. Gee, vice-president, The Fort 
Worth National Bank, Fort Worth, Texas; bank operations, 
Daniel F. O’Meara, assistant vice-president, The Public 
National Bank and Trust Company of New York; business 
jevelopment and advertising, Robert J. Izant, vice-pres- 
ident, Central National Bank of Cleveland; credits, E. L. 
Blaine, Jr., vice-president, Peoples Bank and Trust Com- 
pany, Seattle, Washington; investments and investment 
inking, William A. Ten Eick, Jr., assistant cashier, The 


Chase National Bank, New York; savings banking, Noble | 


R. Jones, savings executive, First National Bank in St. 


louis; trust business, Louis S. Headley, vice-president, First | 


Trust Company of St. Paul. 


This Recovery 


10M K. SMITH, President of the American Bankers As- 
ciation, addressing the annual convention of the Indiana 
Bankers Association at Indianapolis on May 5, mentioned 
yme important differences from a banking standpoint be- 
wween the current business upswing and the prosperity of 
the ’20s. 

“The Economic Policy Commission of the American 
Bankers Association,” he said, “has pointed out that from 
1921 to 1929, a period during which building construction 
yas extremely active, the real estate loans of the Federal 
Reserve member banks increased by 183 per cent. Building 
onstruction has been picking up rapidly during the past few 
years also. From 1933 to 1936 it increased by 145 per cent, 
but meanwhile the real estate loans of the member banks 

have gone up less than 2 per cent. 
= “Much the same thing is true in the stock market. The 
# stock price index of the Standard Statistics Company has 
4} wdvanced percentagewise almost as far during the present 
# lull market as it did during the ’20s. The increase during the 
‘Ns was 353 per cent; the increase during the present ad- 
# vance has been 328 per cent. Nevertheless, whereas the 
q xcurity loans of member banks advanced by 133 per cent 
7 (uring the 20s, there has been an actual decrease in security 
# ans during the current upswing, the amount of the decrease 

teing about 25 per cent. 
q “Itis clear, as the Economic Policy Commission pointed 
# vt, that the present expansion in building construction and 
# be present activity in the security markets are not based to 
| wy significant degree on bank credit. The funds upon which 
} te present upward movement is based are the result of 
7 Covernment borrowing. The Government sold its securities 
} 0 the banks, and in turn it disbursed the proceeds in relief 


ia J wd public works and its other emergency activities. The 


} “cipients deposited the funds in their bank accounts, and 
thereby swelled the total of deposits. It is upon these depos- 
] isthat the present security price movement and the upturn 
nbuilding construction are based. But it should be observed 
that in consequence of this chain of events banks have little 
wntrol over this upswing. Since the activity in building and 
he stock market is not based directly upon bank credit, 
lanks cannot force restriction of the activity by adopting a 
tore stringent loan policy. 

“Ido not wish to be understood as implying that there is 
0 possibility of control over the present movement, but I 
to wish to emphasize that that control is not in the hands of 
the banks. - 


“A necessary condition to avert an inflationary move- 
tent is the prompt balancing of the Federal budget. To the 
&tent that the Government, through borrowing, spends 
tore than it receives in taxes, new purchasing power will be 

(CONTINUED ON PAGE 56) 
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Remember 
Quebec? 


One gullible sentry was deceived, a single steep 
footpath was open to the enemy, and the whole 
French power in America fell on the Plains of 
Abraham in a single night. 

Likewise, a bank or a business whose insurance 
and bonding coverage is not thorough may fall 
prey to instant and unsuspected disaster. 

Guard your security, and that of your depositors, 
by taking immediate counsel with any one of Stand- 
ard Accident’s 8300 representatives. These men 
have at their command experts who are equipped 
to analyze your needs . . . to draw up a comprehen- 
sive plan of protection . . . to put that plan into 
effect directly. 

Its firm financial structure, its 53 years’ experi- 
ence in safeguarding business, mark Standard of 
Detroit one of the largest and one of the oldest 
casualty insurance and bonding companies. 


STANDARD ACCIDENT 
INSURANCE COMPANY 


Standard writes Fidelity and Surety Bonds (all forms) 
Check Forgery * Robbery and Hold-up * General Liability 
Workmen's Compensation * Automobile * Accident and Sickness 

Plate-glass Breakage 


Standard Service Satisfies ... Since 1884 
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WE MAKE. A MiNUT: 
INSPECTION AND ANALY7: 
EVERY FACTOR ENTERING 
INTO YOUR PRODUCTIO 


“OARMENT. MANUFACTURER 


TS EXPENSES $19,276.00 A YEA 


A “splendid modern ‘plant, but un 
Profitable untt: ‘our recomphendations 
were RESULTS: in‘pne depart 


ment alone production increased 300°, 


« Wages. went “up "12%. We «made | 


changes; saved: $.058 on gvery doze 
‘garments. 


$22.50 ANNUAL SAVING 
FOR MACHINE SOP 


possibilities for in 


7,000. parts’ to manufacture; . . te 
operatians! ‘wonde 
this plant doubted our ability’ to cu 
costs; BUT eur-methads résulted in a 
annual average saving of §27:800 an 
wages (ncreased from 15% to 


MORE SALES AND SAVINGS 

FOR BEDDING MANUFACTURER 
@ Sales were shrinking® steadily, Ou 
anatysis revealed that costs’ could b 


greatly ‘reduced, competitive. price 


met and ‘bettered, sales methods mate 
rially improved. Within 7 months) pro 
ductlon was restored, ‘customers te 
gained and :70 new outlets openéd.. 
with @ sayings. of over $14,000, 


PURNITURE FACTORY 


SAVES $50,000 

In making preliminary. sutvey | 
this up-to-date plant we estimated tha 
May methods woutd save 22% on pr 
vaiting. costs. Actually our recomme 
dations saved 15% OVER the 22% pro 
ised. In.°17° months actual cad 
saving exceeded $50,000.00. * 


Investigate May Methods | and: increas 
your profits in 1937! Write to our nearel 


‘office. fo 


detailed information, TODA 


GEORGE S. MAY COMPANY 


CHICAGO SEATTLE ATLANTA 
2600 North Shore Ave. 710 Second Avenue 134 Peachtree St. 


CANADA: George S. May, Ltd., 320 Bay St., Toronto 


NEW YORK 
122 East. 42nd St. 


"Oncnrease 
> 
Hundreds of manufacturers: large and small, 
throughout the United States and Canada have ‘sadintaiceatiaieona 
been guided to greater profits because the 
George S. Mey Company has show" them how 
| 
| 
to develop and apply efficient control to pro- | 
duction, purchases, finances: distribution: sales | 
and other Factors yital to profit. | 
| 
May engineers men scientifically trained ine 
in all phases of business management reveal | 
earnings that eve” long 
established organizations do not realize exist. 
That is ysually true of every enterprise WE study: eet aa 
may be true oF YOUrS: = 
We analyze business from top bottom. 
Nothing overlooked: We discover profit- = 
destroying leaks and banish them- We eliminate 
waste space material, time and motion show 
you how to improve your product; how to meet T 
competitive pricesi how to reduce operating ir PC 
costs without disturbing wages Indeed, because 
of the savings our recommendations snvariadly to 
produce, many employes can raise wages and pi 
still make more money: vs 
| 
Si 
be 
< 
| 
— 
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A NOTICE TO 


The forces of law and order do not rely on 
police and official enforcement alone. They 
operate through every good citizen. 

When a fine example of American devotion 
to duty occurs—an example of magnificent 
personal courage defeating the forces of 
crime — National Surety Corporation has 
provided a fitting recognition. The National 
Surety Corporation Medal For Valor was 
especially designed and created to be a 
beautiful and permanent tribute to bravery 
in defense of property. 


LAWLESSNESS 


But stronger than any individual's courage 
and devotion is the invisible armor provided 
by National Surety Fidelity protection. Pre- 
pared for prompt payment of just claims it 
stands as a ready cash safeguard to the 
hundreds of thousands who dwell securely in 
National Surety Town. 

National Surety representatives every- 
where — themselves picked men—are selling 
Fidelity bonds and blanket bonds; plus pro- 
tection against burglary, forgery, and many 
other dangers. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, PRESIDENT 


Copyright National Surety Corporation, 1937 


New York 
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Deposit Ticket Charges 


By GILBERT BALKAM 


j rms booklet, Pay-As-You-Go Checking Accounts, issued 
by the Bank Management Commission, American Bank- 
ers Association, is a substantial contribution to the impor- 
tant question of how banks can profitably handle the small 
accounts that are so active a part of banking service. The 
plan suggested as an alternative also adds generously to the 
fund of operating information that is so useful to all banks. 

However, in the application of the proposed measured 
service charge there are, it seems to me, two questions merit- 
ing further consideration. One is that it deals with checks 
paid and checks deposited, rather than with checks paid and 
deposit tickets. The checks deposited are the most costly 
items to find, and at the same time the least costly items to 
the bank, whereas deposit tickets are easily found and are 
also the most expensive items to handle. 

Substitution of deposit tickets for items deposited would 
seem to be worth trying. The cost of handling deposit tickets 
is approximately 30 per cent of the total cost of handling all 
items in the commercial department. This ticket, in the 
bank, is the exact counterpart of the sales ticket in the store. 

In the bank the depositor releases his rights to the money 
and checks he deposits in exchange for his claim on an equal 
amount of the bank’s credit, and the deposit ticket is his 
sales slip covering the transaction. If he requires more service 
than his sales tickets permit, based on the price the bank 
sets on the sale of its service, he should pay for it. This is 
equally true whether the excess service is caused by deposit 
ticket activity or check activity. 

All this, of course, is hard to explain to the average cus- 
tomer. His natural question is: “‘ Well, what does it mean to 
me? If I have a $350 balance, how many items are you 
going to allow me a month?” 

In practice, I think, the whole thing boils down to just 
that—a basis of items allowed. 

Herewith is a suggested measured service charge schedule, 
presented in terms of allowed items, which was adopted 
recently by the Norfolk County Trust Company and the 
Quincy Trust Company, of Quincy, Massachusetts. 


Monthly Service 
Charge 


Ttems 
Allowed 


An “item” is considered as either a deposit ticket or a 
check. It might also be added that balances over $500 are 
subject to special analysis or to an extension of this schedule, 
depending upon account activity. 

Supplementing the activity table is a summary of what the 
customer gets for $1 in each of the various brackets. Here 
are the figures: 


Average Service Rate per 
Balance Item 
Under $200. . ..$1 monthly charge—15 items allowed 63%4¢ 
5 items allowed (plus 20 @ 5¢=$1) Total 25 4¢ 
“ ( “ “ Total 30 
“ ( “ Total 35 3¢ 
Supporting this schedule is a tabulation of cost, shown 
in the table at the bottom of this page. 


The question has been raised as to how the 5 cent charge | 
for excess items can be justified. Perhaps this point can be | 
clarified by breaking down some of the figures shown in the | 


foregoing table: 


Available Items 
Sor Cost Allowed 
$50 balance : 15 
$150 balance 15 
$250 balance F 5 
$350 balance ; 10 
$450 balance j 15 


60 


For a total of 60 items, ranging through all the brackets, 
there is available for cost, after deducting required profit, 
$2.95, or 5 cents each. 


COST-SUPPORTING SCHEDULE OF MEASURED SERVICE 


Balance 

Income 
Monthly charge 
Earnings @ 3%! 


Total Income 


Required profit @ 1% 


Available for cost 


Cost—Base ? 
Items @ each 


1 Reserve 20 per cent. 


$50 $150 $250 


$1.00 1.00 None 


.30 .50 


2 Average found by A. B. A. Committee, Bulletin #18, for similar banks. 
* Average 234 cents found by A. B. A. Committee, Bulletin #18, for similar banks. 
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June 


Average E 
Balance 
$1 15 5 1 
10 5 § 
15 5 « 
25 25 25 35 45 
(15) .38 (5) .13 (10) .25 (15) .38 
63 63 .38 .50 .63 | 
.22 42 —.13 —.15 — .18 
BANKING 


The Baltimore & Ohio Railroad Co. 


Summary of Annual Report for Year 1936 


The Annual Report of the President and Directors for the year 1936 is being mailed to Stock- 
holders of record. Operating results and other matters of interest are summarized as follows: 


CONDENSED INCOME ACCOUNT 


Total Railway Operating Revenues 

Total Railway Operating Expenses 
Net Operating Revenue 

Railway Tax Accruals... . . 


Equipment and Joint Facility Rents 


Net Railway Operating Income . 


Other Income: Dividends, Interest, etc. 
Income Available for Fixed Charges . 


Fixed Charges: Interest, Rent for 
Leased Roads and Other Charges 


Net Income After Depreciation . 
D—Denotes Decrease 


REVIEW OF OPERATIONS 


Operating revenues increased $27,149,416.98, or 19.14% over 
1935. Freight revenue increased $25,030,467.69, or 20.39%, 
while revenue tons increased 23.38%. Passenger revenue in- 
creased $1,293,928.99, or 13.08%, and the passenger miles in- 
creased 20.42%. The increase in passenger traffic is due in part to 
the increase in business activity and to reduction in fares on 
June 1, 1936. Other revenues, including mail and express, in- 
creased $825,020.30, or 9.00%. 

Operating expenses increased $18,046,342.48, or 17.10% over 
1935. Total maintenance expenses increased $10,781,268.45, or 
25.27%, of which $3,340,164.60 was for maintenance of way and 
structures and $7,441,103.85 for maintenance of equipment. The 
maintenance of equipment expenses include depreciation charges 
of $7,363,115.87, an increase of $162,602.53 over 1935. Trans- 
portation expenses increased $6,927,170.90, or 13.77%. The 
transportation ratio was 33.86% of operating revenues as com- 
pared with 35.46% in 1935. The total operating ratio was 
73-14%, compared with 74.42% in 1935. 


NET INCOME 


Net operating revenue increased $9,103,074.50, while taxes, 
equipment and joint facility rents increased $3,102,752.63, re- 
sulting in an increase in Net Railway Operating Income of 
$6,000,321.87. Other income, including rents, dividends and 
interest, after deducting miscellaneous charges, reflects an in- 
crease over 1935 of $1,673,866.54, while fixed charges decreased 
$45,695.35. The net income after payment of interest and other 
fixed charges aggregating $32,893,024.36, was $4,538,975.12, an 
increase over 1935 of $7,719,883.76. 


TAXES 


The total taxes accrued as a charge to income in 1936 was 
$10,495,868.31, an increase over 1935 of $2,976,545.14. Of the 
total, $2,135,651.02 was due to the Excise Tax, account of the 
Railroad Retirement Act of 1935, effective March 1, 1936, and 
$725,246.24 was for the unemployment compensation feature of 
the Social Security Act, effective January 1, 1936. 

Taxes accrued for 1936 absorbed 23.1 cents of each dollar of 


Year 1936 
$168,992,680.63 
123,600,333-14 
45,392,347-49 
10,222,321.63 
4:984,720.57 
$ 30,185,305.2 
7,246,694.19 
37,431,999-48 


Increase Over 1935 
$27,149,416.98 
9,103,074.50 
2,989,585.57 
113,167.06 

$ 6,000,321.87 
1,673,866.54 


32,893,024.36 
$ 45538,975.12 


45,695.35 
$ 7,719,883.76 


net operating revenue and was equal to $3.33 per share of the 
total outstanding capital stock of the Company. 


BALANCE SHEET 


The balance sheet at December 31, 1936, indicated total property 
(less accrued depreciation) and other investments, of $1,079,- 
956,632, current assets of $33,822,073, as against current lia- 
bilities of $27,409,462, and deferred liabilities, inter-company 
accounts, etc., net, of $16,418,931. The total interest-bearing 
debt outstanding was $678,664,643 (a decrease of $9,029,272 
compared with preceding year). The outstanding capital stock 
was $315,158,485, and corporate surplus $76,127.184. 


EMERGENCY INCREASE IN FREIGHT RATES 


Emergency increase in freight rates authorized by the Interstate 
Commerce Commission effective April 18, 1935, terminated 
December 31, 1936. During 1936 between $6,000,000 and 
$7,000,000 were realized by the Company from the emergency 
increase. As the reasons which justified the ‘Emergency Charges” 
are continuing with added emphasis as to cost of material it is 
hoped that the Commission will give sympathetic consideration 
to the petition of the railroads now pending for certain increases 
and adjustment of freight rates which will aid in meeting present 
basis of costs without imposing undue and inequitable burdens 
on commerce and industry, or without interfering with the flow 
of traffic. 


PICK-UP AND DELIVERY SERVICE 


To facilitate the handling of less-than-carload traffic a system of 
store-door collection and delivery was inaugurated November 
16, 1936, to apply to shipments paying not less than forty-five 
cents per 100 pounds. 


SHAREHOLDERS 


At the close of 1936 there were 40,861 registered holders of the 
Company's capital stock of both classes, with an average hold- 
ing of 77 shares. The continued cooperation of shareholders in 
the use of the Company's facilities and in the solicitation of the 
business of others for transportation over its lines is earnestly 
desired and greatly appreciated. 


The President and Board of Directors record their appreciation of the loyal support and efficient 
cooperation of the officers and employes in the conduct of the Company's business throughout the year. 


June 1937 


Danie_ WILLARD, President. 
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PRACTICAL 
HELP 


for the realty maintenance | 
and mortgage departments 


@ Anthracite Industries, Inc., is a 
non-profit corporation. It has been 


organized to focus the experience and 
services of all factors interested in 
Anthracite, upon the improvement of 
home heating comfort, convenience 
and economy. 

Many services available are of value 
to the realty maintenance or mortgage 
department. Among these is the ser- 
vice performed by the Anthracite In- 
dustries’ Laboratory. 

This is not merely a Research Lab- 
oratory. It is, in addition, a practical 
service laboratory. Manufacturers of 
Anthracite equipment rely upon it for 
accurate testing of equipment. It not 
only suggests improvements for exist- 
ing equipment, but helps develop new 
types. 

Its Seal of Approval is accepted as 
the highest mark of merit in its field. 
The public, the architect and builder, 
and the holder of a mortgage knows 
that equipment bearing this seal has 
passed an impartial test and meets the 
most rigid standards of performance 
in the heating field. 

Also available are performance rat- 
ings of approved equipment, specifica- 
tions, and a store of information on 
heating problems. 


®@ Banks are invited to consult the head- 
quarters organization of Anthracite In- 
dustries, Inc., at any time. Its extensive 
field organization of trained heating 
men is at your service for help on spe- 
cific heating problems. 


ANTHRACITE INDUSTRIES, Ine. 
Chrysler Building New York 


Clennoylvania 
ANTHRACITE 


GAL 
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created and the volume of bank depos- 
its will increase. With the budget in 


| balance, however, the authorities re- 


sponsible for credit regulation have 
powers which will probably be adequate 
to control the situation. As bankers we 
have a responsibility here: in so far as 
we can we must educate the public to 
the significance of these complex factors 
in public finance which are so important 
to the well-being of the entire nation.” 


Mid-Continent Banking 
Conference 


| AN unusual kind of banking conference 
| will be offered at the University of 


Tulsa, Oklahoma, on June 8, 9, 10, and 
11 when bankers of that area collaborate 
with the university to present the first 
Mid-Continent Conference on Banking. 

Practical presentations by specialists 
in eight banking fields, through lectures 
and open-forum conferences, will com- 


prise the four-day program. Subjects for 

'study are: Federal Reserve regulation, 
| business forecasting, investments, tax- 
| ation, legal aspects of the trust business, 
labor policies, oil economics, and per- 
sonal loans. Although registrations are 
| expected only from Oklahoma, Kansas, 
|Missouri, Arkansas, and Texas, the 
| conference is open to bankers from any 
| State. 


Lecturers have been selected prima- 


|rily from the banks and universities of 
| the conference territory. The 1937 staff 


includes: J. C. Pinkerton, associate 


|counsel, The First National Bank and 
| Trust Company of Tulsa; Faulkner C. 
| Broach, vice-president, National Bank 
‘of Tulsa; A. N. Murphey, assistant 
| trust officer, The First National Bank 
|and Trust Company of Oklahoma City; 


Merle E. Robertson, president, Liberty 
National Bank and Trust Company of 
Louisville, Kentucky; Dr. Raymond D. 
Thomas, dean of the school of com- 


|merce, Oklahoma A. & M. College; 
| Prof. Wilbur L. Nelson, college of pe- 


troleum engineering, Prof. Rayburn D. 
Tousley, college of business administra- 


| tion, and Dean A. M. Paxson, all of the 
| University of Tulsa. 


Fred F. Florence, president of the 


/Republic National Bank of Dallas, 


Texas, will give the closing address on 
June 11 at a special luncheon meeting 


| for conference participants at the Tulsa 
| Chamber of Commerce. 


Roy M. Huff, trust officer of The 
First National Bank and Trust Com- 


pany of Tulsa, is assistant director of 
the conference. 


A New Publication 


“GOVERNMENT Lending Agencies” 
a publication prepared by the Com. 
mittee on Banking Studies, was recently 
distributed to members of the American 
Bankers Association. The publication 
contains factual material on all Govern- 
ment lending agencies, as well as state- 
by-state results of the questionnaire on 
the subject distributed during the Win- 
ter through state bankers associations, 
The Committee also has made some 
general observations on the subject of 
Government loans, which are included 
in the pamphlet. 

The Committee on Banking Studies 
concluded in general that the question 
of competition with banks from feder- 
ally-sponsored agencies is a local mat- 
ter. The survey sent out through state 
associations indicated that banks gen- 
erally are not greatly alarmed by 
competition from Government agencies 
but that competition, especially in the 
agricultural production credit field, is 
strong enough in many rural areas to 
warrant efforts on the part of local 
banks to meet it. A majority of banks 
in nearly every state west of the Missis- 
sippi and in some states in the Southeast 
found production credit associations 
competitive, in replying to the Com- 
mittee’s questionnaire. 

The Committee states that commer- 
cial banks in agricultural areas have 
sometimes not been fully alive to their 
opportunities in the field of farm credit, 
and that many of them have maintained 
interest rates out of line with the low 
levels prevailing in other fields of credit. 
The Committee asserts that the use of 
sound lending methods, added to inter- 
est rates commensurate with present 
conditions and the personal services 
which banks alone can supply, should 
enable banks to offer a quantity and 
quality of credit which will out-sell 
production credit associations or any 
other competing agencies, and that the 
solution to the problem lies in more 
aggressive efforts by banks to appraise 
and satisfy local credit needs. 

While the Committee on Banking 
Studies has no further program to fol- 
low in studying Government lending 
agencies, it hopes that state associations 
and county associations will encourage 
further study and discussion of the 
subject. The Committee will attempt to 
assist and advise state or county associ- 
ations which request its cooperation. 

Additional copies of the Committee’s 
publication are available at 25 cents each. 
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How ANTHRACITE 
GUARDS THE SECURITY 
BEHIND A MORTGAGE 


| per Anthracite is more important than ever 


to banks and mortgage companies. With mort- 


gages being amortized over longer periods than 


' ever, permanence of equipment is as vital as per- 
manence of construction. A home or other build- 
: ing must be constructed not only to endure, but 
; must be equipped to remain a desirable property 
during the life of the mortgage. 
; Anthracite is a guard against rapid depreciation 
7 and obsolescence. History proves this. Anthracite 
, furnaces and boilers installed twenty years ago and 
r more, still give faithful service at the lowest fuel cost. 
d Anthracite costs less today than it has for years Modern automatic Anthracite burners feed fuel from a closed 
v —it has constantly decreased in cost while the cost bin and remove ashes to sealed containers. They are equally suit- 
: able for residences, schools, churches, apartment houses or build- 
f of other fuels has increased. ings of any kind. The automatic stoker is only one of the many 
| new and modern types of Anthracite equipment available today. 
: Vastly greater efficiency in the burning of An- 
. thracite is now added to low fuel cost. Amazing 
d modern Anthracite burning equipment, with new 
d automatic controls, affords convenience never 
thought possible with Anthracite. 
: Anthracite Industries, Inc., offers the services of 
: its headquarters organization and field force to any 
bank or mortgage company, for help in any heat- 
‘ ing problem concerning Anthracite. Write for the 
. booklet listing approved Anthracite equipment. Clennsylvania 
1S 
e ANTHRACITE INDUSTRIES, Inc. ANT H RAC IT E 
: Chrysler Building New York 
COAL 
THE sotiDdD FUEL FOR SOLID COMFORT 
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Eastern Bank Supervisors 


TATE banking supervisors of the 
New England and Middle Atlantic 
states, at a recent meeting in New York, 
expressed opposition to the publicity 
and promotion program being pursued 
by the Federal Home Loan Bank Board 
for the organization of Federal savings 
and loan associations. 

The resolution adopted by the group 
compared the accumulation of savings 
in savings and loan associations to the 
similar function served by banking in- 


stitutions. It also said that “promotion 
of chartering of Federal savings and 
loan associations tends to repeat the 
‘easy’ chartering periods of the past, 
the damaging effects of which are only 
too well known.” 

The Federal Home Loan Bank Board 
was asked to give full support to the 
provisions of the Federal Home Loan 
Bank Act which specifies: “No charter 
shall be granted . . . unless a neces- 
sity exists for such institution in the 


established practice 
of the 
Continental Illinois 
banking organization 
is to apply 
its facilities 
to the 


specific needs of customers 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 
OF CHICAGO 


231 SOUTH LA SALLE STREET 


Member Federal Deposit Insurance Corporation 


community to be served or unless . , . 
the same can be established without 
undue injury to properly conducted ex. 
isting local thrift and home-financing 
institutions.” 

The bank supervisors also called for 
modification of the existing advertising 
displays employed in this field to ob- 
viate any ruinous competition, the ef- 
fects of which might be visited upon the 
public. 


STANDARD FORMS ASKED 


THE Board of Governors of the Fed- 
eral Reserve System and the Comp- 
troller of the Currency were asked to 
adopt condition report forms compara- 
ble to those adopted by the Permanent 
Committee on Standardization of Bank 
Report Forms, which have already been 
put into use by the supervisors of nu- 
merous states and by the Federal De- 
posit Insurance Corporation. The super- 
visors held that uniform report forms 
were necessary in order to present to 
the public a proper picture of the con- 
dition of banking institutions and to 
eliminate unnecessary duplication and 
expense. William R. White, New York 
State Superintendent of Banks, was 
elected chairman of the group and John 
D. Hospelhorn, Deputy Bank Commis- 
sioner of Maryland, was elected vice- 
chairman and secretary-treasurer. 


INDIANA BANKERS 


F. W. Van Antwerp, president 
of the First Bank and Trust 
Company, South Bend, has 
been elected head of the 
Indiana Bankers Association. 
He has been engaged in the 

banking business since 1917 


, 
Ben 
Hote 
\ 
| 
| 
Th | 
| 15 
| Opp 
| D 
| — 
| — 
| | 
| 
| 
| | On 
| | (2¢ 
the 
| the 
| 19. 
clo 
| | On 
i an 
Sti 
| ha 
ou 
| ble 
co 
| | Di 
| shi 
| | bu 
| } an 
we 
| ~ pa 
| 
| 4 This 
4 pillar 
\ Y scrip 
WN supp 
NN y 
\ negli 
f 
58 BANKING June | 


Banking executives stop at the 
Hotel Washington BECAUSE... 


@ The Federal Reserve Board is 
directly opposite 

e@ The U. S. Treasury is just 
across the street 


@ The Federal Deposit Insur- 
ance Corporation is one block 
from our door 


e@ The Federal Land Bank is 
only 11% blocks distant 


HOTEL WASHINGTON 


15th Street & Pennsylvania Avenue 
Opposite the United States Treasury and 
Dept. of Commerce, overlooking 


White House and Parks. 


WASHINGTON, D. C. 
FLOYD E. RUSH, Manager 


DIVIDENDS 
ARMOUR COMPANY 


(ILLINOIS) 


On April 20 a dividend of twenty cents 
(20¢) per share on the common stock of 
the above corporation was declared by 
the Board of Directors, payable June 15, 
1937, to shareholders of record at the 
close of business May 25, 1937 


On April 20 a quarterly dividend of one 
and three-fourths per cent (1%%) per 
share on the 7% Cumulative Preferred 
Stock, and a dividend of one dollar and a 
half ($1.50) per share on the issued and 
outstanding $6.00 Cumulative Converti- 
ble Prior Preferred Stock of the above 
corporation were declared by the Board of 
Directors, both payable July 1, 1937, to 
share holders A record at the close of 
business June 10, 1937. 


E. L. LALUMIER, Secretary 


ARMOUR 4x0 COMPANY 


OF DELAWARE 


On April 20 a quarterly dividend of one 
and three-fourths per cent (1%%) per 
share on the Cumulative Preferred 

Capital Stock of the above corporation 
was declared by the Board of Directors, 
payable July 1, 1937, to stockholders of 


record at the close of business June 
10, 1937, 


E. L. LALUMIER, Secretary 


YOUR BOARD 


and the new developments 


This is a time when well informed directors are 
pillars of strength. BANKING has a group sub- 
scription plan, by means of which your bank can 
supply this magazine, each month, to all or 

ted members of your board. The cost is 
negligible. More than a thousand banks are 
making profitable use of it. 
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Onkty WILSON & CO. Wakes these 3 Modern Hams 


THE FINEST HAMS IN THE WORLD 
ARE MADE RIGHT HERE IN AMERICA 


1 Fender Made 2 Tenclen Made 


BONE-IN BONELESS IN TINS 


Ready to serve 
or just heat 


Wilson Tender Made Ham—boneless in 
tins, unmatched in flavor, tenderness, 
convenience and economy 


@ This is a new form of the original Wilson 
Bone-In Tender Made Ham, famous as “the 
ham you cut with a fork.” It’s the same ham 
with all the rich natural juices retained by the 
amazing Wilson Secret Process. This ham 


cooked to perfection in its own savory juices 
is now brought to you sealed in flavor-saving 
tins. Servable from end to end—boneless, this 
all American product cuts costly cooking 
shrinkage to the minimum. All ready to eat or 


to prepare according to your favorite recipes 
by simply heating. 


When you buy Tender Made Ham and other 
Wilson products, you buy all American prod- 
ucts. Directly or indirectly, there is hardly an 
industry in the nation that will not be benefited 


thereby. You owe it to your own welfare as 
well as American Industry to support with 


your patronage only truly American Products. 


U. S. Inspected and 
Passed by the Depart- 
ment of Agriculture. 


FROM THE FARM 
TO THE TABLE... 


They are ALL AMERICAN 
Products all the way @ 


American hogs raised on Ameri- 
can farms—fed American grain. 


To Wilson & Co.'s plants, where 
American workmen make them 
into Tender Made Ham . 


Packed in American Refrigera- 
tor Cars and sent to the retailers 
of America. 


Delivered by retailers to the 
consumer families of America. 
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Banking Is a Fundamental Service 


HE year—1885. The place—a small 
town within ten miles of Philadel- 
phia, growing apace, but as yet with no 
banking facilities. 
But because of an increasing demand, 
a group of leading citizens combined 
and agreed to receive and invest the 
savings of the local people. A small 
space in the rear of the drug store was 
made banking headquarters, with the 
druggist himself acting as banker. 
Steady growth until 1903 showed de- 


posits of $80,000, and this unincorpo- 
rated group of citizens was beginning to 
worry about its responsibility for this 
large sum, which had been invested in 
mortgages. 

A town meeting was held and it was 
decided to incorporate a saving fund 
and trust company, using this $80,000 
as the nucleus with the consent of the 
depositors. From total assets of $80,000, 
this bank grew until, at its peak in 
1931, it had $5,500,000 on deposit. In 


The 
BOND PORTFOLIO 


--A GROWING FACTOR 
IN BANK EARNINGS 


The last few years have witnessed a radical trans- 
formation in the sources of bank earnings. The 
decline in commercial loans and the correspond- 
ing increase in investment securities have made 
the bond portfolio a paramount factor in the de- 
termination of bank income. 

Obviously this situation calls for a broad knowl- 
edge of the investment field, mature investment 
judgment, and ready access to the sources of in- 
formation pertaining to security values. 

Manufacturers Trust Company, through its 
Investment Advisory Service, is assisting numer- 
ous banks throughout the. United States in the for- 
mation of investment policies and in the solution 
of investment problems. Financial institutions are 


invited to inquire about this service. 


MANUFACTURERS 
TRUST COMPANY 


PRINCIPAL OFFICE e 55 BROAD STREET, NEW YORK 


Member Federal Reserve System 
Member New York Clearing House Association 


Member Federal Deposit Insurance Corporation 


the meantime a second bank had been 
organized and had reached a deposit to- 
tal of $1,500,000. 

Then came the depression. Neither 
bank was able to weather the storm, 
and with $7,000,000 tied up, the com- 
munity was hard hit and once again 
without banking facilities. 

History repeated itself. Checks needed 
cashing, storekeepers required change. 
Some 20 citizens lent $100 each to cre- 
ate a fund for the purpose and today, 
52 years later, the same space in the 
same drug store, operated under the 
same name, is being used as a “service 
bureau” to meet the public’s financial 
needs. 

It is frequently stated that there is no 
banking business worth the seeking in 
a town or center blighted by bank 
closings. 

Well, to use a now famous expression, 
let’s look at the record. It should be 
borne in mind that this “bureau” was 
started solely to meet community needs 
and with no idea other than that it 
should pay its way. No effort whatever 
has been made to develop or commer- 
cialize it. 

The bureau was opened in 1934, after 
the second of the two banks closed, for 
the purpose of making change and cash- 
ing checks. A small charge is made for 
every transaction of whatever nature. 

In the first 20 months the bureau 
served 25,640 patrons. Checks totalling 
$662,926 were cashed, $60,570 was 
handled in change, and $14,000 was re- 
ceived in payment of ’phone bills, one 
of the services performed. Although 
legally unable to accept deposits, 
“loans” of more than $8,000 were 
forced upon the bureau and interest was 
paid in the form of a dividend from 
profits. 

Space in the rear of the drug store is 
contributed by the druggist, but a clerk 
is employed and paid to handle this 
business. Gross earnings in the 20- 
month period amounted to $3,700. To- 
tal expenses for clerk’s salary and fidel- 
ity bond, and for armored car service, 
etc., were $3,000, leaving a surplus of 
approximately $700. As general condi- 
tions have improved, these figures are 
increasing very materially. 

What is wrong with our banking sys- 
tem when a town of some 10,000 in- 
habitants, previously good for $7,000; 
000 in deposits, must be obliged to re- 
turn to the primitive banking methods 
of 1885? 


A. PATTERSON FIRTH 
BANKING 
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The Problem 
of Old Records 


HE matter of accumulating for a | 


sufficient period only those records 
ghich the bank really needs is a prob- 
lm for any institution. 

Generally, everyone will concede the 
necessity of retaining certain records, 


sich as general ledgers, stock records, | 


and those appertaining to changes in 
corporate structure, but in any active 


institution, especially one which has | 


been a party to merger or consolidation, 


itis essential that proper supervision be | 
maintained over the filing, classifica- | 
tion, and periodic destruction of old | 


records. 
When records are filed they should be 
properly labeled, put away in accessible 


form, and withdrawn from the archives | 


only under proper requisition with fol- 
low-up to insure return of the records to 


their proper place. Apart from that, | 


there is the requirement of survey from 
time to time to determine whether de- 
struction schedules are being adhered 
to. Of course no bank will set up a 
schedule of such destruction in accord- 
ance with passing years without safe- 
guarding its interests. It may require 
consultation with counsel to be sure 
that items which may prove of essential 
value are not prematurely destroyed. 
DUPLICATES ACCUMULATE 

ONE banker points out that the 
so-called fanfold method of writing 
records as contrasted with the old jour- 
nalization scheme often gives rise to a 
number of copies for cross-reference re- 
quirements. These are frequently accu- 
mulated for indefinite periods, but sur- 
vey should determine how many copies 
should be kept permanently or at all. 
The individual in charge of old records 
should be sufficiently familiar with 
bank operation, and with the frequency 
of demand made on old records, to 
originate suggestions for destruction. 

Apart from a schedule which has 
been accepted by the management, ac- 
cumulations of any other old records 
should be destroyed only upon approval 
of the officer in charge of the depart- 
ment from which those records ema- 
hated, 

Naturally a bank will see that its 
records are kept in storage places that 
are reasonably free from possibility of 
destruction by water or fire, though 
It is not usually necessary that expen- 
‘ive space be obtained for this purpose. 
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NUSUALLY prompt presentation of cash items throughout 

the major part of New York State and equally prompt return 
is now made possible by the day and night transit department of 
the Marine Trust Company. Items sent during the day which reach 
us in time to be forwarded by the night transit department will be 
presented the next day in most of the important centers of New 
York State. 
Arrangements with correspondents in the west and in other parts 
of the United States also permit the Marine to provide speedy 
handling of items in these sections. 
We shall be pleased to explain the benefits of this transit service 
to you, so that you may determine how useful this institution can 
be in presenting out of town items in the quickest possible time. 


155 trains and 16 planes in and out of the city each day 
put Buffalo in close contact with the major portion of 
New York State and with other sections of the United States. 


MARINE 
TRUST COMPANY 


OF BUFFALO 


Member Federal Deposit Insurance Corporation 
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A By-Product of School Savings 


IHERE are two types of school 

savings systems in use in the country 
today. In the first type a bank or a 
savings and loan association handles 
the system itself without outside help. 
Not so long ago a prominent Dallas 
bank started such a system in the Dallas 
public schools and has been very 
successful. 

However, the second type is probably 
the most widely used—that in which a 
service company specializing in school 


savings systems installs and maintains 
the plan, relieving the depository of all 
detail. While this plan is more expen- 
sive, it is probably the easier. Under 
this system the teacher, on a certain day 
of each week called “bank day”, col- 
lects the savings of the pupils, giving 
them proper credit in their passbooks, 
and then turns the money over to the 
messenger of the depository. This is the 
system used by this bank. (Mutual 
Deposit & Loan Co., Austin, Texas.) 


Protection at 
Low Net Cost 


..well justifies continuation,” 


says Salen F Rae Chicago Pure Oil Bldg. 


HY are owners of modern office build- 

ings placing an increasing proportion of 
their insurance with the Building Owners 
Federation? WHY do you find wise man- 
agers .. . east, west, north, south . . . swinging 
over to Building Owners Federation? 


Typical of these business men is John 
Fugard, vice president of the Wacker Wabash 
Corporation which owns the Pure Oil 
Building in Chicago. Let Mr. Fugard tell you 
WHY he has confidence in this specialized 
tailor-made protection. Mr. Fugard says: 


“Building Owners Federation, through 
the constant and efficient service of its 
underwriters and engineers, has made it 
possible to obtain adequate insurance at 
minimum costs, which should well justify 
a continuation of our present policy to 
gradually increase the proportion of in- 
surance coverage in the mutual class.” 


Are you obtaining the service of inspectors 
who have specialized in fireproof office build- 
ings—who have effected savings by re-rating 
many leading buildings throughout the coun- 
try? Are you able to purchase up to $2,000,000 
of coverage in a single policy, thus eliminat- 
ing possible confusion in case of loss? Are you 

in addition—receiving dividends of up to 
40% of the premium, which reduce your in- 
surance cost? If your present protection fails 
to measure up on any of these counts, have 
your secretary write today for full information 
on B. O. F.—a group of mutual companies 
which for many years has provided reliable 
protection at a low net cost. No obligation. 


OF MUTUAL FIRE 


INSURANCE COMPANIES 


JAMES S. KEMPER, Manager 


7450 SHERIDAN ROAD e 


CHICAGO, U.S.A. 


BRANCH OFFICES MAINTAINED IN PRINCIPAL CITIES 


That the importance of school Savings 
in general may be understood, it should 
be noted that 2,786,253 school children 
in the United States have saved over 
$13,000,000. Before the depression 4. 
597,000 children had accumulated over 
$29,000,000. In Texas alone 60,958 
children saved $576,000. Over 9,000 
schools in the United States have school 
savings. 

While all this is impressive, probably 
most bankers will wonder whether such 
a system would help their institutions, 

We started our system in 1928 and on 
June 30, 1929, we had 3,942 depositors 
and a total to their credit of $11,078.43, 
The system grew until on April 1 of this 
year we had 9,715 depositors and a 
deposit total of $90,157.52. We started 
out with one girl clerk at a salary of $60 
and a messenger at about $12 or $15 
per month. At this time two girl clerks 
and a messenger handle the business. 
The figures below show clearly our profit 
and expense: 

Salaries of two clerks... . 

Service company 

Shortage, etc... . 


$1,732.50 
960.00 


$90,000 loaned at 7%..... 
4% interest on $90,000. . 


Obviously the system is just breaking 
even. I have taken up with the directors 
a number of times the matter of cutting 
the interest rate, but they have never 
seen fit to do so. The system is growing 
very rapidly, as the deposits run from 
$700 to $1,100 per week and even 
higher. Over a thousand new accounts 
have been started since last September. 
Incidentally, we have a rather interest- 
ing situation in our institution although 
I suppose it would naturally be the 
same everywhere. Hundreds of children 
have started accounts and then appar- 
ently forgotten all about them. 

The question naturally arises in the 
minds of interested bankers—“ What 
does my institution, or any other for 
that matter, gain by having a school 
savings system?” In the first place, 
we, for example, have over $3,000 in 
new deposits coming in each month. 
We have whole families saving with us 
through their children. During the 
depression no one can know how much 
good this money did the depositors. 
When they graduate a number of the 
children transfer their savings into our 
regular accounts. 
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By FREDERIC C. MORSE 


However, probably the greatest bene- 
ft comes from the good will the system 
engenders throughout the community. 
Parents and children naturally have a 
kindly feeling for an institution that has 
helped them as has ours. On the other 
hand, I am sure lots of people feel that 
we are profiting on their children’s 
money. They never stop to think of the 
thousands of dollars spent bringing this 
system up to the point where it will 
just break even. Aside from a desire to 
inculcate thrift in our city, our chief 


hope is that in the future when these | 


school children start out for themselves 
they will not forget our institution when 
they are ready to open a savings ac- 
count or build a home. In other words, 
we are building for the future and we 
are hoping we will not be disappointed. 

There are several disadvantages to 
be urged, also. Our system has been in 
operation for eight years and we are 
just now at the point of breaking even. 
During all these years we have been 
losing money. At first it was very 
expensive to our young institution. 
Frankly, if we had spent that money on 
newspaper advertising we would prob- 
ably have profited much more. I would 
hate to say how expensive the system 
has been to us, for it used to cost us 
more than it does now. Eight years is a 
long time to carry a department to get 


OKLAHOMA BANKERS 


K. M. Rowe is the new presi- 
dent of the Oklahoma Bankers 
Association. He is president of 
the Arkansas Valley State Bank, 
Broken Arrow, Oklahoma 
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it to a point where it will just break 
even. 

The most disheartening thing is that 
many of the children stop saving when 
they leave the grades and enter the high 
school. Either the demands on their 
pocket money are greater or they don’t 
want to save. Further, when they 
graduate from the high school it is quite 
a while before they begin earning enough 
to continue their saving. 

In a bank operated strictly for profit 
a school savings department would 
probably not be started. There is abso- 
lutely no money in it. It is true we 
could cut down our interest rate and 


make it more profitable but we have not 
seen fit to pay the children less than we 
do others. If you are trying to teach 
thrift in your community the system is a 
good thing and very much worth while. 
As far as I am personally concerned, 
I am glad that we started our system. 
We have never made a dollar out of it 
ourselves, but we feel that our efforts 
will sooner or later be rewarded. I am 
hoping that every city in the country 
will start a system, for nothing will 
stabilize our nation more than that its 
citizenry practice the habits of thrift 
that were taught them in their school 
days. 


1863 


For The Investment 


Of Bank Funds 


The First National Bank of Chicago 
maintains an active market in all 
issues of United States securities, 
buying and selling government 
bonds and short-term notes for its 
own account. 


The experience of more than seventy 
years and immediate contact with 
principal cities makes this bond serv- 
ice particularly valuable to banks. 


Inquiries by telephone, wire or mail 
are invited and a daily quotation 
sheet will be mailed on request. 


Telephone FRAnklin 6800 
Teletype CGO .. 987 


The First National 
Bank of Chicago 
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A BETTER 
MORTGAGE RISK 


when metals 
that cannot rust 
are used 
in building 


ed not only exacts periodic toll from a home- 
owner's pocketbook; it lowers the value of his 
property over a period of time. But copper, brass and 
bronze, which outlast rustable metals by many years, 
repay their slight extra cost many times over in length 
of reliable, expense-free service. 

It is axiomatic that the better a house is built,the more 
desirable it becomes as an investment, and asa risk for 
mortgage money. Thus details of construction take on 
special meaning for the mortgagor when they include 
such materials as: brass or copper plumbing and heat- 
ing lines, copper sheet metal work, bronze screens, 
bronze hardware, and a hot water tank of Everdur Metal. 


Copper & Frass 


THE AMERICAN BRASS COMPANY 


General Offices: Waterbury, Conn. «. Offices and Agencies in Principal Cities 


64 


| 


| 
| 
| 
| 
| 
| 


Minutes of the Previous 
Meeting 


[Below are the minutes of a meeting held by a regional clearinghouse 
association in Virginia. Copies of these minutes were recently distributed 
to clearinghouse associations over the country by the Bank Manage. 


}|ment Commission, American Bankers Association, the purpose being 


to indicate the type of activity that can be and is being sponsored by 


} | such associations. It was further intended to demonstrate the purposes 
;|and accomplishments of small community clearinghouses as distin. 


guished from those in cities.| 


A a meeting of the Regional Clearinghouse Association of 


Loudoun, Fauquier and Prince William Counties, Vir. 


||ginia, at the High School Auditorium at Remington, Vir- 
|| ginia, supper was served at 6:30 P.M. The business meeting 


followed the supper and was called to order at 7:40 P.M., by 


||the President, H. H. Cooley, who presided. About thirty 


persons were present for supper and the business meeting. 
Mr. William E. Schooley, Assistant Treasurer of the 


_| American Security and Trust Company, Washington, D. 


was introduced and discussed the Income Tax Law and the 
preparation of bank income tax returns. He distributed 
specimen returns which had been previously filled out and 
discussed the various entries, answering questions of mem- 
bers present. His address was of practical help to bank 
officers. 
C. L. Robey of Purcellville submitted the following list of 
things which might be done in 1937 by our Association: 
(1) Study of our accounting and auditing systems to ascer- 
tain whether they are susceptible of improvement, keeping in 
mind the following objectives: 
(a) Lower operating costs. 
(b) Protection of stockholders from losses and directors 
from unusual liabilities resulting from either mistakes 
or malfeasance. 
(c) Greater efficiency of officers and clerks as well as 
protection to honest and conscientious employees. 
(d) Facilitating work of examiners. 
(2) Daylight hold-up protection. 
(a) To find the most practical safeguards available to 
banks of our size against the increasing danger of day- 
light hold-up. 
(3) Methods of developing a larger per customer volume of 
business from present clients. 

In utility and distribution fields it has been found 
that best growth comes from increased purchases of 
satisfied customers through sales appeal. 

Bank clients use the bank’s facilities increasingly 
when fully informed of their convenience, value and 
profit. Also, people increase the regularity and amount 
of their savings when thrift habits are stimulated and 
incentives developed. 

In the interest of both banks and the public, it’s time 
that old-fashioned habits of thrift and saving were held 
up in their proper light. 

(4) Cooperation with customers in ways tending to improve 
their economic opportunities. 

Since our customers are chiefly farmers, it is sug- 
gested that our Association get behind a program out- 
lined and recommended by the county agents to stimu- 
late the growing of alfalfa on every farm where soil and 
personnel promise success. 

(5) Increase the number of valuable contacts among cily 
banks and others and to make more effective use of them by 
the formulation of specific questions periodically on such 
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gbjects as the trend of interest rates and sending said 

questions in identical form to our various contacts. The 

replies should be helpful in our study of that subject. 

(6) Prepare carefully worded cattle contract in line with 
present laws. 

(a) Is it feasible to cover feed and pasture in a cattle 
contract? If not, would it be desirable to try to get the 
law amended permitting such an arrangement? 

(7) Prepare a general purpose chattel mortgage to be used 
in connection with merchandise sales contracts and instalment 
loans. 

C. L. Robey was asked to lead a discussion on Item (4) 
and introduced the county agents of Loudoun and Fauquier 
who gave their opinions as to an alfalfa program. Several 
afalfa farmers who were present were introduced and com- 
mented on methods and advantages of such a program. 
After discussion the roll was called and all banks represented 
were recorded as being in favor of such a program. 

It was agreed that each county act as a unit and prepare 
itsown program and finance the operations of its committee. 
The following were appointed as chairmen of the committees 
for each county and authorized to call a meeting in their 
counties and appoint committeemen and draft a program: 

C. L. Ropey—Loudoun County 
Harry P. Davis—Prince William County 
P. G. MARSTELLER—Fauquier County 

It was agreed that at the next meeting the subject, Meth- 
ods of developing a larger per customer volume of business from 
present clients be discussed, this being Item (3). The secre- 
ary was instructed to try to secure a speaker to talk on this 
subject. 

H. I. Tiffany was appointed a committee of one to prepare 
acattle contract form as suggested in Item (6). 

It was agreed that the next meeting be held at Purcell- 
ville, dinner to be served as usual. 

Visitors were recognized, Mr. Giles H. Miller of Culpeper 
discussing the banker-farmer meetings which have been held 
under auspices of the Virginia Bankers Association. 

Upon a properly made motion, duly seconded and carried, 
the meeting adjourned at 10:20 P.M. 


FUTURE TRANS-ATLANTIC SERVICE 


Capt. E. V. Rickenbacker, general manager, Eastern 

Air Lines, said of the round-trip Atlantic flight of 

Dick Merrill (left) and Jack Lambie (right) that it 

| “proved that it is possible to have a speedy and de- 

pendable service between the two continents.’ He 
expects such service “‘in three years or less”’ 


WIDE WORLD 
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N 0 U) ne recognizes more Clearly 


than Financial Program Foundations the 
many safe, conservative, and attractive 
methods of saving and investing now 
available to every investor. Actually, 
therefore, the investment plans offered by 
members of this association are simply 
another safe, conservative, and attractive 
method which justifies the informed con- 
sideration of all bank executives and 
investment bankers who would advise 
broadly, intelligently, and impartially. 
Write today for authoritative information 


about these investment plans. 


Financial 
Program Foundations 


1522 Locust Street + Philadelphia 


AMERICAN PARTICIPATIONS, INC. 
BENJAMIN FRANKLIN FOUNDATION, INC. 
CAPITAL SAVINGS PLAN, INC. 
FINANCIAL INDEPENDENCE FOUNDERS, INC. 
HAMILTON DEPOSITORS CORPORATION 
INCOME ESTATES OF AMERICA, INC. 
INCOME FOUNDATION, INC. 
LEXINGTON FOUNDATION, INC. 
NATIONAL TRUSTEE FUND, INC. 
STANDARD FOUNDATIONS OF AMERICA, INC. 
UNITED ENDOWMENT FOUNDATION, INC. 
WELLINGTON FOUNDATION, INC. 
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DIEBOU 
PROTECTS 
RECORDS 


KEEPS THEM 
ACCESSIBLE 


In the Revolving, 


liding Tray 


This compact unit puts a day’s work at the operator’s 
fingertips! It protects ledger records where they are 
made and used. The door of this certified 2 hour safe 
slides back. The records are raised up out of the well. 
The operator swings them around to a convenient 
reference angle. She has better visibility . . . posts 
faster . . . handles more records through improved 
accessibility. 


OS 


v / 


This ledger safe is typical of Diebold Engineering. A 
unit produced as always with the basic idea of protec- 
tion yet engineered so skillfully that exclusive features 
in use add extra dividends to your investment. 


There are types and sizes to fit your business that 
warrant first investigation if you are interested in 
modernizing for profit. Let us show you how this unit 
will save time, floor space and speed up posting. 


DIEBOLD 


SAFE & LOCK COMPANY 


MAIN OFFICE: CANTON. OHIO 
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Understudies 
for Bankers 


N° farsighted producer of plays on 
Broadway or elsewhere would ever 
undertake actual rehearsal and produc. 
tion without providing understudies, at 
least for those actors and actresses who 
play the leading rdles. The business of 
the understudy is to familiarize himself 
so thoroughly with the réle that in 
emergencies such as illness, death or 
temperament, he can step into the réle 
and fill it, at least satisfactorily. (In 
many instances, understudies have | 
proved to be greater successes than the | 
stars originally cast.) In the movies, 

ey have “stand-ins”’. Here it is a case | 
of doing the preliminary posing and | 
other work, rather than completely 
mastering the rdle. 

But the point in all of this is that on | 
the stage and on the screen and in busi- 
ness it has been found useful, if not es- 
sential, to have more than one person in | 
complete possession of the facts and re- 
sponsibilities concerning a given job. 
Many a business executive has found 
himself stymied in his progress toward 
greater opportunities because he failed | 
properly to train a successor. Some- 
times this is due to fearfulness that the 
junior will outstrip him or even sup- 
plant him, but that is the narrow and 
jealous viewpoint. 

Let’s look into commercial banking. 

Some banks have for years had groups | 


of officers assigned to certain types of 
commercial accounts. In some instances, 
for example, one group might be as- 
signed to the commercial customers en- 
gaged in the textile industry, another 
the leathers, another the chemicals, and 
so on. Other banks assign their officers 
in groups on the basis of geographical | 
location. 

The point is that all of the members 
of a given group are familiar with the } 
customers in that group and, in the 
absence of any one officer, there is al 
ways someone else equipped by knowl- 
edge and training to take care of the 
customer without delay. 

One bank in the Midwest has divided 
its commercial banking department into 
two groups, A and B. Each group }s 
headed by an executive vice-president 
and includes several junior vice-presi- 
dents and other junior officers. All loan 
applications, originating either at its 
main office or branches, after considera- 
tion by the proper loan committee, 
clear through this group. This procedure 


SEVENTY-EIGHT YEARS ©@lkeeps every member of the group com 
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santly up-to-date. In other words, 
every member of the group is an under- 
sudy for every other member. For- 
merly, 2 branch manager seeking in- 
formation about a loan application, 
had to take his chances on locating the 
chairman of the discount loan or col- 
lateral loan committee to learn what 
disposition had been made of the ap- 
plication. 

It has long been this writer’s belief, 
after years of observation as a news- 
paper man and in banking, that every 
key position in business and banking 
requires an understudy. And I don’t 
mean an assistant who will promise to 
refer the matter to his immediate supe- 
rior, but one who is willing and able to 
take the responsibility of acting for his 
chief when occasion demands. 

Such a policy has its immediate, di- 
rect benefits. In addition it creates a 
wholesome, eager personnel attitude, 
spurring on the ambitious employee. 

I. I. SPERLING 


Officer 
Signatures 


BANK with any considerable vol- 

ume of business may find it worth 
while to have someone ascertain the ex- 
tent to which officers are encumbered 
by unnecessary official signatures. 

Such a survey, suggests a banker, is 
likely to disclose that advices which 
could be printed with the name of the 
bank and its address are just as ade- 
quate as an advice signed by an official. 
It may reveal that officers are required 
to sign volumes of debit and credit 
tickets, some of which could be safely 
delegated to responsible senior clerks. 

Watchfulness with regard to approval 
of debits is perhaps more important 
than the approval of credits because 
generally funds cannot be disbursed 
without a charge of some kind. It is of 
course advisable that every posting 
medium be initialed by at least two 
parties, the party who handled the 
transaction and the one who checked it, 
but it doesn’t follow that an officer 
should sign every one of them. 

Transactions can be classified by 
size, by type, and by importance, and 
dficers can often be relieved of much 
unnecessary official scrutiny. In many 
cases the man who is required to sign to 
a degree that prevents him from scruti- 
izing transactions carefully is more of 
a2 automaton than a supervisor or an 
lspector, and in consequence the very 
purpose of inspection is defeated. 
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Almost 
overnight,we began 
to see mont 


Simple to use, unbelievable in results—that’s the story of today’s 
Dictaphone. You record phone calls, instead of forgetting them while 
you draw pictures. You eliminate some conferences and wind up the 
others quicker with more results. The instructions you give or take 
become alibi-proof as they are issued. 

Your secretary keeps getting things done for you all day long while you 
dictate all the thoughts you want made effective, instead of just 
simply letters. 

The matter-of-fact results when using today’s Dictaphone are al- 
most unbelievable. But the experience of many thousand men 
with this modern dictating machine can't be laughed off. It 
does a new job. Its use is simple. Its contributions 
are big. And all the time it pays its own way. 

We'd like to bring its story to you—quickly 
—tersely —in your own office, and with no 
cost or obligation. You'll bemighty glad 
you sent for us. There's a coupon 
below. Mail it now. 


Dictaphone Sales Corp., 420 Lexington Ave., N. Y. C. In Canada—86 Richmond St., West, Toronto 
O Please let me know when “Two Salesmen in Search of an Order” will be exhibited in my city. 
(C0 I want to see your representative. 


Name 
Company 
Address 


The word DICTAPHONE is the Registered Trade-Mark of Dictaphone Corpora‘ 
Makers of Dictating Machines and Accessories to which said Trade-Mark is Applied: 
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YOUR LETTERHEAD IS THE VOICE OF YOUR BUSINESs 


THE WELL-REMEMBERED VOICE... Perhaps when you were young you heard Mr. Bryan or 
Mr. Beecher, or another of the great orators of that day. Of what he said, you likely remember 
nothing, but of his voice, there remains a vivid memory. Oratory is old-fashioned, and quite un- 
necessary in these days of radio and public-address systems, but the voice of the speaker, more 
restrained and modulated, still maintains its hold upon you and reveals his culture and his back- 
ground. * So with the paper on which you write your letters daily, for paper is your voice in all 
written communications. It clothes your words and presents them. How well it discharges this 
important office is largely determined by the quality of the paper. Naturally the better the paper, 
the better your letters speak for you. Letter papers made from rags have a way of speaking with 


confidence and distinction; with that assurance that is born of quality. 


RAG CONTENT PAPER MANUFACTURERS 


122 East 42nd Street, New York 
FINE PAPERS FOR LETTERHEAD S, LEDGERS AND INDEX RECORDS 


THE BEST PAPERS ARE MADE FROM RAGS 
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Peak Load 
Studies 


OW can a bank utilize its staff most 
effectively? One banker’s answer 
to this question follows: 

In a bank which endeavors to handle 
substantially all banking operations 
—particularly in institutions having 
branches—the matter of effective staff 
utilization is a problem of some conse- 
quence. Apart from the shifting of per- | 
sonnel for purposes of staff improve- 
ment and education—partly, indeed, 
on account of that—it is essential that 
the work of all departments and offices 
be studied carefully so that proper staff 
provision may be made for vacation 
periods, to cover absence due to illness, 
and to take care of peak loads at various 


points. 
ANTI-TWIDDLING CHARTS 


IN every department or branch the 
manager should be required to keep 
continuous volume data and he should 
be required to study and chart the high 
and low volume points throughout the 
month and year. Moreover, the jobs of 
each member of the staff should be set 
forth in accordance with a weekly time 
chart so as to show the allocation of each | 
staff member’s time. These charts will | 
bring out points of high and low activ- | 
ity during the day and week and month, | 
and they may also show some unfair- | 
ness in work distribution, unless the 
management is on the job in connec- 
tion therewith. No desirable member of 
the staff wishes to twiddle his thumbs 
during part of the day or week and then 
be rushed to death, as it were, during 
other periods. 

In this connection, when peak loads 
are studied carefully it may bring out 
the possibility of adjusting customers’ 
service requirements to these peaks, 
with satisfaction to all concerned. A 
peak load study will also show the val- 
leys in activity which in some divisions 
and branches will be coincidental with 
high activity requirements elsewhere. 
This, of course, will bring out the neces- 
sity of shifting staff from points where 
hot required to others where activity 
is greater. 

Most members of a staff prefer the 
broadening educational effect of doing 
different work and of course after the 
staff has been trained more broadly in 
consequence of the shifting the bank | 
has a much higher grade and more | 
adaptable staff, with benefit to both the 
individual and the institution. 
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Close friends — by telephone 


Father Knickerbocker and William Penn take first 
honors for inter-city telephoning. Records show 
that circuits connecting New York and Philadelphia 
carry more calls than any others of equal length. 

Throughout America, the telephone habit is 
stronger than anywhere else in the world. More 
than 26 billion calls are completed here each year. 

Such an enormous total shows how people de- 
pend upon the telephone in their every day affairs. 
And it spurs us on to make Bell System service 
still better, still more useful to you. 


@ Employers Mutuals’ service be- 
gins with a survey to guarantee 
that you get the right policy — 
one that gives you the protection 
you need and want. It continues 
with prompt, efficient service and 
continual activities that tend to re- 
duce your insurance costs. It is 
completed with a substantial divi- 
dend that in stock companies 
would go to the stockholders in- 
stead of the policyholders. This 
service is given alike to Workmen's 
Compensation, Public Liability, 
Automobile, and similar types of 
policyholders, to their definite 
advantage. 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


“*“YOUR LETTERHEAD 


1S THE 
VOICE 


OF YOUR BUSINESS” 


The better the paper, the better 
the voice that carries your words. 
The best papers are made from 
rags and Crane’s Fine Papers for 
business and executive use are 
made from rags and rags alone. 
They speak for you with the ut- 


most confidence and distinction. 


Cranes 


FINE PAPERS 


MADE IN DALTON, MASSACHUSETTS 
SINCE 1801 
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Night Depository Safeguards 


AMILIARITY also breeds careless- 

ness. Definite proof of this was ob- 
tained in a recent canvas of several 
banks to discover how they operated 
their night depositories. 

The banks were representative, both 
large and small, city and suburban; all 
had rules and regulations, more or less 
adequate, but an investigation of actual 
operating practices revealed a lack of 
appreciation of necessary safeguards. 

A written agreement with the deposi- 


tor and careful observance of necessary 
rules are requirements for the proper 
safeguarding of any bank. 

First, as to the agreement. This may 
be in the form of a signature card with a 
receipt for the equipment on the one 
side and the rules on the reverse side: 


Received from the First National Bank: 

— Special Night Depository bag(s) with 
key(s) 

Key to Night Depository Vault, and dupli- 
cate of this card. 


ESTABLISHED MARCH 24, 1933 
* 


RESOURCES EXCEED 
$400,000,000 


NATIONAL BANK 
OF DETROIT 


DETROIT, 


MICHIGAN 


Member Federal Deposit Insurance Corporation 


« FULTON 


ATLANTA 


Friendly 


NATIONAL BANK» 


GEORGIA 


In the event of failure to return the above 
equipment upon demand, or in the event of 
its loss or destruction, it is agreed that the 
sum of $2.50 may be charged against my 
account. 

I acknowledge to have read the rules on 
the reverse side hereof, and agree to abide by 
and comply with them. 

(SIGNED) — 


Reverse side of card: 


RULES REGARDING DEPOSITS IN NIGHT 
DEPOSITORY 

1. All deposits must be placed in a special 

locked bag supplied by the bank, or in a 

sealed envelope or parcel not larger than 

4” x 8”. 

2. Deposit tickets, properly 

should accompany each deposit. 


3. All deposits are received by the bank: 
(a) subject to verification by the bank. 
Errors discovered will immediately be re- 
ported to depositor. 

(b) not to be opened except in the pres- 
ence of depositor or his authorized agent. 


(Cross out the clause not required) 


4. The night vault should always be re- 
opened to make sure the deposit has passed 
down the chute. 


completed, 


In renting this service to an applicant 
it is essential that it be definitely estab- 
lished whether deposits are to be re- 
ceived “subject to count” or otherwise. 

Regarding removal of deposits from 
the vault and their further handling, 
this should be done by not less than tw 
of three employees at one time. When 
opened, the contents of the vault should 
immediately be recorded in a book kept 
for that purpose and initialled by the 
employees assigned to this duty. The 
record should include: 

1. Date and time opened. 

2. Number of bags, packages and 
envelopes taken from the vault. 

3. Record of special markings or no- 
tations on packages or envelopes. 

4. Names of depositors. 

5. Record of any discrepancies found. 

6. Record that vault and depository 
were examined and found to be in work- 
ing order. 

Bags, envelopes and packages not to 
be opened should be handed to the first 
teller, who will receipt the book and 
will in turn obtain the depositor’s re- 
ceipt when the bag or package is handed 
to the latter. 

Errors or discrepancies in deposits 
made should be reported to an officer, 
and the depositor should immediately 
be notified. 

It is also advisable after the close of 
business each day to re-examine the 
outside receptacle and the vault and 
note in the record book that this has 
been done and by whom.—A. P. F. 
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Messages 
from the Bank 


OST banks are accustomed to mak- 
ing use of well known or conven- 
tional media for advertising to custom- 
ers and the public as well as to em- 
ployees. On their own premises, or at no 
cost for space used, these media include 
jobby and window posters, booklets in 
convenient racks and inserts or stuffers 
in commercial statements. 

Here are some additional and perhaps 
novel methods of internal and external 
advertising possibilities: 

Small posters in elevators; notices in 
washrooms; framed cards in safe de- 
posit coupon booths; posters or signs on 
bank trucks and delivery cars at sea- 
sonal times of the year; folders handed 
out appropriately by tellers; notices 
under the glass of the teller’s window; 
notices under the glass of customers’ 
desks; stuffers in employee pay enve- 
lopes; notices inserted in passbooks aft- 
er entry and upon return to the cus- 
tomer by the teller; notices to safe de- 
posit customers when they sign slips of 
access to their deposit boxes; advertise- 
ments on the standard envelope fur- 
nished for the convenience of safe de- 
posit customers; notices with securities 
returned by collateral loan department; 
advertisements stressing amortization 
mailed with real estate loan interest 
notices. 

This list will suggest a variety of 
other uses and possibilities —I. I. S. 


Farm Income 


To the Editor: 

N article appearing in the April num- 
A ber of BANKING by George E. An- 
derson—The Trend to Higher Prices— 
makes reference to the improved prices 
of farm products. While this article re- 
fers to these improved farm prices as 
the most influential factor in the trend 
toward higher prices and is entirely 
lear in that respect, we do find that the 
publication of reports and statistics 
showing the much higher prices now be- 
ing paid for farm products compared 
with 1933 and earlier is misleading a lot 
of good people into believing that the 
farm areas are enjoying much prosperity. 

As we see it, the higher farm prices 
are due almost wholly to the scarcity of 
grains and livestock products, arising 
fom the drouth. The higher prices 
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mean very little to thousands of farm- 
ers in the prairie states because they 
have neither grain nor livestock to sell. 
No grain was produced in 1934 nor in 
1936. Livestock was forced on the mar- 
ket because of lack of feed, so that there 
is comparatively little livestock left on 
our farms. The high prices now are a 
detriment to these thousands of drouth 
farmers because they are buying grains 
and other items, going into debt to do 
so, and have no income because they 
have nothing to sell. 

Likewise, the advancing of labor 
costs as a result of strikes and the con- 
tinuing demands of all union labor for 


~ 
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more wages can only react against the 
farmer. Our people are the ones who are 
going to pay the sit-down strikers their 
higher wages in higher costs, and when 
the farmers and the Government realize 
this fact it isn’t going to be a pleasant 
awakening. Big business should not 
“kid itself’’ into any great visions of 
prosperity as a result of the reported 
higher farm income. It is largely ficti- 
tious in that so small a percentage of 
farmers are enjoying it. 

E. W. RossiTER 
President 
Bank of Hartington 
Hartington, Nebraska 


Boldt Mausoleum, Santa Barbara, California. Designed by Reginald D. 
obnson for an unusual setting which bas the broad Pacsfic for a background.) 


@ A suitable family memorial will prove a lasting expression of sound 
advice when Vermont Marble is chosen. 


The marble from our quarries is specially selected to withstand cli- 
matic changes. When you are called upon to advise an estate in the 
selection of a memorial, your choice of Vermont Marble will be justi- 


fied as years go by. 


Let us help you by sending our illustrated booklet ‘‘Memory in Mar- 
ble.’” Memorials of Vermont Marble may be obtained from responsible 


monument dealers everywhere. 


VERMONT MARBLE COMPANY, Proctor, Vermont. 


Monumental Branch Offices: 


NEW YORK 


PHILADELPHIA 


CHICAGO SAN FRANCISCO 
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Concerning Bankless Towns 


To the Editor: 
N connection with the article “ Bank 
Service in Bankless Towns” that ap- 
peared in your May issue, the writer 
does not consider that the matter of 
bankless towns is a problem in this 
state. Of course, much depends on the 
size of town which is taken as the stand- 
ard for a banking town. We do have 
some towns which formerly had banks, 
which have since disappeared. On the 
other hand, the state as a whole is well 


served. We believe that in Virginia 
there are 323 banking institutions, of 
which 191 are state banks and 132 are 
national banks. We think that banks 
should be apportioned at about one to 
8,000 or 10,000 of population, irrespec- 
tive of branches. That is to say, there 
should be one parent or independent 
bank to that number of people, with 
branches occasionally where necessary. 
The laws of Virginia permit limited 
branch banking. Branches may consist 


CORRESPONDENT 


OT ALONE IN 10owaA does Live Stock National have 
correspondent representation. Throughout the 
entire 71H Federal Reserve District, for example, 1 out of 
7 banks maintains a correspondent account here. In the 
Illinois portion, 1 out of 5 banks — in the Wisconsin por- 


tion, 1 out of 8 banks. 


Live Stock National combines the broad facilities of a 
large* metropolitan bank with the friendly, personalized 
way of doing business ordinarily found only in a much 
smaller bank. Here correspondents get individual atten- 
tion, real cooperation and unusually fast service. 

Why not consider The Live Stock National Bank of 
Chicago for your own needs? We invite your inquiry. 


*Interesting, by way of size comparison, is the 
fact that Live Stock National is larger than 99% 
of all banks in the 7th Federal Reserve District, 
larger than 98% of all banks in the United States. 


LIVE STOCK NATIONAL BANK 


OF CHICAGO 
ESTABLISHED 1868 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


of either a teller’s window or one jn 
which a complete set of books is kept. 

It is the policy of this office to favor 
the existence of banks in Strategic 
places only. We do not feel that every 
town should expect to have either a 
bank or a branch. There are in Virginia 
100 counties, of which 96 have banks or 
branches. Of the remaining four, two 
have never had any form of banking 
within their borders, as far as I know. 
One other once had a bank which failed, 
The remaining one formerly had a 
branch. The largest of these four coun- 
ties had a population of 7,618 in 1930, 
The second had nearly the same and 
the two smaller counties had less than 
5,000 inhabitants each. It is also be- 
lieved that, in the case of the two last 
counties, two-thirds of their population 
are colored people and have very little 
business for banks. It will not be my 
policy to encourage the organization of 
banks or branches where there is not 
sufficient volume of business in sight to 
justify the existence of such bank or 
branch. 

I hold that the greatest factor which 
caused bank failures in the period be- 
tween 1920 and the end of the banking 
holiday was the state of affairs brought 
about by running the business into the 
ground. We suffered from overbanking 
and that is particularly true of the 
South and West, where most of the 
failures occurred before 1929. It is my 
considered opinion that 90 per cent of 
the failures prior to that date were of 
institutions which should never have 
been called into existence. All sorts of 
inappropriate reasons occasioned the 
organization of banks. It was done 
sometimes to give a son or relative a 
white collar job, in other cases to em- 
bellish a corner lot, and in still others to 
reap a profit from a building contract 
or the furnishings of the bank, etc. 

We still have a number of towns or 
areas which have more banks than they 
need. It is our policy to consolidate 
these where possible and we may urge 
the removal of one of the banks to an- 
other place where it might have a better 
opportunity. There is a difference of 
opinion, of course, as to the standard 
size of town or community in which a 
bank should be organized. I may set 4 
standard of population higher than 
some other supervisor would for his 
state. However, I believe that Virginia 
has one of the best records in the coun- 
try, as far as her state system is con 
cerned, where anything like the same 
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problems had to be met. If I am correct 
in this position, it is due to the fact that 
we met the problem of old banking and 
overcame it to some extent ahead of the 
crisis. 1 am fully aware that the plea of 
taking care of bankless towns is going 
to be one of the entering wedges for 
branch banking on either a nationwide, 
Federal district-wide, statewide or trad- 
ing area basis. I believe that our law on 
branch banking in Virginia is fair and 
reasonable and that no additional bank- 
ing offices are needed to any worth 
while extent in this state. 

With no idea of being complacent, I 
feel that other states having no very 
large cities could adopt our system to 
advantage where any change is needed. 

M. E. Bristow 


Commissioner of Insurance and Bank- , 


ing, State Corporation Commission, 
Richmond, Virginia 


Inactive Account 
Control 


accounts representing 
funds due depositors and other cus- 
tomers of the bank require more pro- 
tection than active accounts. This ap- 
plies whether they represent funds held 
for coupon pay or security redemption 
purposes, old outstanding cashier’s and 


MISSOURI BANKERS 


C. A. Wisdom, cashier of the 

Farmers and Merchants Bank, 

Green Ridge, has been elected 

president of the Missouri Bank- 
ers Association 


June 1937 


certified checks, savings accounts, 
checking accounts, trust, or any other 
funds. 

The only way a bank can ascertain 
the amount of its relatively inactive ac- 
counts, an auditor points out, is to make 
a careful survey through all fund-record 
departments and branches. 

It is well that all inactive fund ac- 
counts be segregated on the general 
ledger under the same captions as the 
active accounts, but followed by the 
caption “Dormant” or “Inactive.” If 
all the auxiliary inactive accounts in 
the respective classifications are con- 
trolled by their respective inactive con- 
trolling accounts and the auditors are 


required to insure that any action in 
those control accounts is supported by 
properly authenticated posting medi- 
ums, tracing all transactions in these ac- 
counts to their source wherever neces- 
sary, satisfactory control will in all 
likelihood result. 

Inactive security accounts can be 
handled similarly with segregation of 
the unit or par value controlling totals, 
or if items are controlled by their cash 
value—for example in the investment 
portfolio—a separate fund ledger con- 
trol representing inactive items may be 
established, following the procedure 
suggested for inactive liability fund ac- 
counts. 


MORE BANKERS 


each year use the full range of 


Our espondent services 


@ Bankers who establish correspondent relationships with 
The Northern Trust Company are aware of the important 
advantages they enjoy. They come to appreciate the fund 
of banking experience that is always at their disposal. They 
like the individual manner in which correspondent relation- 
ships are handled here . . . and the personal interest which 
the officers take in every important transaction. Bankers in 
need of a Chicago connection are invited to consider this 
47-year-old institution. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS, CHICAGO 


Member Federal Deposit Insurance Corporation 
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From 


T is a safe bet that most veteran tell- 
ers learned the fine points of their 
profession from experience rather than 
from books of advice, and that if they 
passed through the “student” stages 
without loss or trouble it was with quite 
an element of good luck. 

We old-timers had our first experi- 
ence at the window at lunch times and 
during vacation periods, using what 
general knowledge we had managed to 
absorb from our other work in the 


One Teller to Another 


bank and with no definite instructions 
as to how to handle either ourselves or 
our cash. Like the proverbial Topsy, we 
just “growed”? into tellers. 

‘Perhaps the present generation will 
benefit from the following tips from the 
first teller of a large eastern bank. 


CASHING CHECKS 


(1) Be sure the check is neither post- 
dated nor bears a stale date of more 
than three months. 


INCE the very beginning of rural banking 

American agriculture and the local bank 
have been closely related. One can scarcely 
succeed without the other. Agriculture should 
depend upon the country bank for credit, and 
the bank, in turn, should underwrite the sound 
credit needs of the farmers in its community. 


Mercantile-Commerce believes in, and under- 
stands, the vital importance of agriculture and 
the necessity for supplying its credit require- 
ments. Our Banks and Bankers Department is 
made up of men who have had practical, first- 
hand, country bank experience. They are thor- 
oughlytrained in rural credits and the problems 
of the local bank. This wide experience and 
specialized knowledge is always at the disposal 
of our correspondents as they seek to supply 
the legitimate credit needs of agriculture. 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth ~ St. Charles 
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(2) See that the words and figures 
agree. Do not assume that the lesser 
amount is the amount to be paid. Ob- 
tain confirmation. 

(3) Be satisfied that the signature js 
genuine. 

(4) Check up for stop payment and 
make certain the account balance js 
sufficient to cover the check. 

(5) See that the check is endorsed 
exactly as it is drawn. 

(6) Count the cash not less than 
twice and as often as is necessary to sat- 
isfy yourself it is correct. Do not hesi- 
tate to run over it a third or even a 
fourth time. Remember, once you make 
payment, it is gone. 

(7) If the denominations desired are 
listed on the back of the check: (a) 
Mark each item as you count it out. 
(b) Total the list on the back of the 
check and compare it with the amount 
on the face. (c) Beginning with the 
largest denomination, re-count straight 
through the entire amount to verify the 
total. 

(8) Cash checks for strangers only 
when they are properly identified by 
someone you know. Don’t make excep- 
tions for a winning smile or a plausible 
story. If the endorsement of a stranger 
purports to be guaranteed by a known 
person, get in touch with the latter and 
verify it. Never permit yourself to be 


TENNESSEE BANKERS 


The newly elected president of 
the Tennessee Bankers Asso- 
ciation is J. F. Biggs, president 
of the First-Citizens National 
Bank, Dyersburg 
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hurried in a transaction of this nature. 

(9) Ifa check is drawn to the order 
of two or more persons, require the 
presence of all parties unless the check 
is specially endorsed to the one present- 
ing it and you know the signature of 
the absent party or parties. An excep- 
tion may sometimes be made in the 
case of a responsible customer when 
circumstances justify. 


HANDLING CASH IN DEPOSITS 


(1) Do not accept a deposit ticket 
with an alteration in the cash item un- 
less the latter is initialed by the depos- 
itor or the person making the deposit. 
Also, insist on an altered total being 
initialed. 

(2) Check-mark each cash item as 
you count it, and never, under any 
circumstances, put cash into your 
drawer until the whole deposit has been 
verified. 

(3) If various denominations are com- 
bined under one total on a deposit 
ticket, list the denominations sepa- 
rately on the back of the ticket. This is 
a cross-check; it also gives you a record 
of the detail of the deposit. 

(4) If it is your practice to accept 
large deposits of cash to be checked 
later, mark the passbook alongside the 
deposit entry: “Cash deposited sub- 
ject to count’’. It will prevent future 
disputes and possible claims. Use a rub- 
ber stamp for this purpose. 

(5) When a customer wishes to de- 
posit only part of a check, endeavor to 


ARKANSAS BANKERS 


james H. Penick has been 
elected president of the Arkan- 
sas Bankers Association. He is 
vice-president and cashier of 
W. B. Worthen Company, 
Bankers, Little Rock 


have him deposit the check in full and 
withdraw the amount he requires by 
counter check. Or, if it is a check which 
you would cash for him under ordinary 
circumstances, cash it now and have 
him deposit what he wishes in cash. If 
the customer insists upon making the 
split deposit, make a notation of the 
complete transaction on the deposit 
ticket so that the record will always be 
self-explanatory. 


MAKING CHANGE 


(1) Count the cash received and hold 
it on the counter until you have fur- 
nished the change required and the 


applicant has verified it. It is always 
advisable to make out a change slip or 
memorandum of all exchange transac- 
tions, especially those which call for 
various denominations of cash. 

(2) Never issue denominations one at 
a time. First, count out the required 
denominations on your counter. Then, 
beginning with the largest denomina- 
tions count straight through the entire 
amount to verify it. Then hand out each 
item separately, naming the amount 
and the denomination. When the ap- 
plicant agrees, and not until, clear your 
counter of the cash received. 

A. PATTERSON FIRTH 


Che to you ad 
Atlantic’s Unique Position 


Atlantic has a 95-year record. 


It is known for conservative management and unques- 
tioned financial strength. 


All of its policies are non-assessable. 


It has no stockholders. Its participating policyholders 
share in profits, thus reducing the net cost of their 
insurance. 


It receives practically all of its business through brokers, 
thus preserving for its policyholders the benefits of 
the insurance specialist’s service. 


We do not know of any other insurance company which 
can make all of the above statements. This unique com- 
bination offers special advantages, both to brokers and 
to their clients. 


Review with your broker your goods-in- 
transit, fire, yacht, jewelry, fur, fine arts and 
registered mail insurance needs. Ask whether 
your risks will qualify for Atlantic insurance. 


ATLANTIC 
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When Changes eat 
R. G. RANKIN & CO. | Follow Research | = 


posse: 
CERTIFIED PUBLIC ACCOUNTANTS the g! 


_ from the research done by - 
banking institutes, clearinghouses, 
legislatures, and bankers’ associations, 
there are certain fundamentals that are 
of common to all good research methods. 
All change that is worthy of the name 
Banks and Trust Companies _| research must be predicated upon 
| proper investigation. In every opera- 
tion there are usually involved the ele- 
Directors Committees ments of personnel, both operative and i} QO. 
supervisory, forms and records, ma- 
chinery and equipment, space, and the e3 
instructions. Before any worthwhile comm 
NEW YORK change can be made, or as a matter of bank 
CHICAGO WASHINGTON _| fact, before the desirability of any discot 
change can be established, a complete mittes 
appraisal of all the factors above men- mittee 
tioned should be made. comm 
Weakness, if any, may lie in person- and c 
| nel. It may lie in improper instructions, will d 
in mechanism, in layout, in forms and § choos 
records, or in any combination of the 9 ment. 
2 3 8 o,¢ above. A survey should disclose that. large 
Communities Usually such surveys, if made with fair- for th 
| ness and consideration, result in co- @ conce 
in New En land | operation of operating staff and meth- § policy 
g ods men. If the purpose of all researchis §] js diff 


. | improvement, there will be no difficulty. ] to en 
For more than one hundred years, this P es pony 


bank has served the commerce and industry CAUTION AVOIDS DISORDER On 


of its territory. With correspondent banks ONCE, however, having ascertained y sizes 1 
located in 238 other New England commu- EN \ the weaknesses it becomes a question of a used ; 
| remedy, and that may entail changesin § cision 
| any or all of the factors listed above. ]} happe 
it is equipped to handle promptly banking mS. When changes are decided upon, new §§ mittee 
transactions of every type. a oP records designed and ordered, and new § comm 
mel | equipment arranged, if the reform is 9] means 

THE NATIONAL consequential a schedule of all changes J dices 


| to be made should be set up and con- § are pn 
S haw mut B ank | tinuous follow-up should be made toin- J} effecti 
| sure reasonable adherence to the sched- §} pend | 
40 WATER STREET +» BOSTON / ule. It is usually unwise in making §} Before 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION changes to do more than can be digested f before 
| in a single bite. If consequential change 9} meetir 

is attempted overnight when piecemeal 9 insist 
| instalation could be made, there is like- J sions ¢ 

lihood of disorder. Any new installation ] course 
; : | made should be given time for its trial, commi 
Short Term Notes |] INDEX TO VOLUME XXIX and of course clear-cut instructions IN § sential 
Rates and Maturities | of BANKING will be avail- || connection therewith, adequately dis 9 with d 


Upon Request able to subscribers after tributed, areessential. membe 
July 15, on ¢. Ow Careful supervision during installa- @ formec 
Commercial Credit tion obviously is also essential. Usually Ina 


Company 350 articles and charts it will be found that, as in merchant J heads 

Baltimore _ cross-indexed for ready tailoring, the first try-on may not be a8 @ brough 

reference. Useful to bank successful as plans would indicate. That 9 they n 
Sales Offices officers, employees and di- requires follow-up, continuous atten- points 

New York Boston | rectors for reference work tion, and adjustment. Any difficulties @ likely 
Chicago St. Louis and other purposes. not foreseen should of course be @f effect 

promptly taken care of. Not many me? @ yorth | 
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for 


nities, including every major business area, 


relatively are skilled in the requirements 
of the complete cycle of satisfactory re- 
search. The work requires imaginative 
quality of a high order, but those who 
possess it must also keep their feet on 
the ground. Any bank of consequence 
should have men of that kind. 
A. S. 


The Use of 


Committees 


OME of the more common com- 


the executive committee and the trust 
committee of the board of directors, a 
bank operating committee, credit or 
discount committee, investment com- 


te mittee, business development com- 
n- mittee, budgetary committee, and a 
committee of branches. However, size 
n- and character of business of the bank 
S, will determine to what extent it may 
id choose to use Committees in manage- 
he ment. A committee should not be so | 
at. large as to make it unwieldy, because | 
ir- for the most part committees must be 
concerned with suggestion, discussion, 
th- policy determination, and approval. It 
1is Wf is difficult for any group of over three 
ty. @ to engage in any active management 
effort. 

One student of the subject empha- 
red] sizes that committees should never be 
10f #] used as a substitute for executive de- 
sin Wj cision and action, which can easily 
ve. @j happen. Continuous discussion in com- 
1eW §} mittee work is of less than no value. If 
lew ff committee meetings become merely a 
1 is fj] means for the airing of personal preju- 
ges Wf dices and differences of opinion they 
on- # are not functioning properly. The 
yin- 9 efectiveness of any committee will de- 
ned- § pend pretty largely upon its chairman. 
king} Before a meeting is held he should have 
sted §} before him definitely the purpose of the 
ange meeting and its agenda, and he should 
neal @ insist upon reasonably prompt deci- 
ike- sions on points raised. The secretary, of 
tion @ course, is always a vital member of any 
rial, jj committee; he should record all the es- | 
i$ IN @ sential points raised in the meetings, | 
dis Jj with decisions reached. Of course, any | 

members who are absent should be in- 
‘alla- @ formed of the conclusions reached. 
ually Ina large bank it is desirable that the 
hant @ heads of the respective committees be 
be as @ brought together on occasion so that 
That @j they may mutually interchange view- 
itten- @ points in such fashion as they are not 
ulties @ likely to do otherwise. If it has no other 
e . lect than an educational one it is | 
me 


worth while. 
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mittees in bank management are 


“We cannot 
pay dividends 
with liquidity!” 


At an important banking conference recently, one of 


the nation’s great bankers used just these words! 


Mounting cash resources now present a serious investment problem to bank- 
ers. However, this problem is being met to a considerable degree through 
secured commercial loans under LAwRENCE SySTEM field warehousing. 


Through this method of guarding collateral, hundreds of banks are 
finding new opportunities for profitable employment of surplus funds. They 
safely extend seasonal credits far beyond borrowers’ open limits. Moreover, 
| loans are self-liquidating and are usually eligible for rediscount. 


Consider the application of LAWRENCE SYSTEM to any of your accounts 
carrying sizable inventories. For complete information about this service, 
consult Department B-8 of the nearest office. Free copies of the booklet, 
“Warehouse Receipts as Collateral” are available on request. 


C reating Commodity Paper A gainst I nventory 


A. T. Gipson, President 
Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION— Since 1916 


NEW YORK: 52 Wall St.* CHICAGO: One North LaSalle St.* BUFFALO: Liberty Bank Building 
BOSTON: 49 Federal St.* KANSAS CITY, MO: Commerce Trust Bldg.* DALLAS: Santa Fe Bidg. 
HOUSTON: 601 Shell Bldg. * LOS ANGELES: W. P. Story Bldg.e SAN FRANCISCO: 37 Drumm St. 
FRESNO, CALIFORNIA: 2030 Anna Street *« PORTLAND, ORE: U. S. National Bank Building 
SPOKANE: 155 South Stevens « SEATTLE: 1014 Fourth Avenue South « HONOLULU, T. H. 


| CERTIFIED ON CHECKS... LAWRENCE ON WAREHOUSE RECEIPTS 


The Changed Position of Banks 
and Bank Stocks 


THIs REVIEW, of certain developments 
which have affected banking practice and 
revenue, is available in pamphlet form. 


Copies may be obtained upon written request 


ROBINSON, MILLER & CO. 


NC. 
52 William Street : New York, N. Y. 
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INDUSTRIAL CENTER ¥ 
3 
HEN corporations and in- 
dividuals move from your 
city to the Newark territory, 
give them a letter of introduc- 


tion to New Jersey’s largest bank. 


AK / 


FIDELITY UNION 
TRUST COMPANY 


NEWARK E ORANGE 


MEMBER...FEDERAL RESERVE SYSTEM.... 
FEDERAL DEPOSIT INSURANCE CORPORATION 


CANADIAN PACIFIC EXPRESS COMPANY 
TRAVELLERS CHEQUES PAYABLE IN 
UNITED STATES DOLLARS ARE REDEEM- 
ABLE AT PAR BY THE NATIONAL CITY 
BANK OF NEW YORK, NEW YORK. 


CANADIAN PACIFIC 
EXPRESS COMPANY 


(Owned by Canadian Pacific Railway Company) 


This Month’s 
Authors 


E. Pierson (Graduate School 
Commencement, p. 3) is chairman 
of the board, Irving Trust Company, 
New York City, and chairman of the 
board of regents, Graduate School of 
Banking. D. Howarp Doane (Farm 
Chemurgy and Banking, p. 19) is a farm 
management expert. 

GrorcE E. Roserts (Economic Law, 
p. 20) is economic advisor of The Na- 
tional City Bank, New York. Epwarp 
K. Woopwortu (Search the Invest- 
ment Scripture, p. 22), president of the 
New Hampshire Savings Bank, Con- 
cord, N. H., serves as Chairman of the 
Investments Committee, Savings Divi- 
sion, American Bankers Association. 

J. H. Smmpson (From Sweaters to 
Coin Wrappers, p. 23) contributes in 
lighter vein from Seattle. A. Key Fos- 
TER (The Haves and Have-Spents, p. 
24) is assistant vice-president and as- 
sistant trust officer, Birmingham (Ala- 
bama) Trust and Savings Company. 
(Personal Loan Costs 
and Profits, p. 26) directs the Depart- 
ment of Remedial Loans, Russell Sage 
Foundation, New York. 

E. A. Wayne (Non-Branch Cash 
Depositories, p. 28) is chief bank exam- 
iner of South Carolina. Roy H. Boot 
(Insurance-Trust Councils, p. 29), as- 
sistant trust officer, The National 
Shawmut Bank of Boston, is also 
Chairman, Committee on Relations 
with Life Underwriters, Trust Divi- 
sion, American Bankers Association. 

Wituram McArtuur (Small Loans 
on a Large Scale, p. 30) holds the posi- 
tions of vice-president and comptroller 
at the First National Bank & Trust 
Company, New Haven, Connecticut. 
KENNETH MuRCHISON (Business Prop- 
erty Modernization, p. 32) is a New 
York architect. GILBERT BALKAM (De- 
posit Ticket Charges, p. 54) manages 
the new business and analysis depart- 
ment of the Quincy (Massachusetts) 
Trust Company. Frep C. Morse (A 
By-Product of School Savings, p. 62) is 
vice-president of the Mutual Deposit & 
Loan Company of Austin, Texas. 

GrorGE E. ANDERSON (Washington 
Briefly, p. 9) contributes regularly from 
the national capital. I. I. SPERLING (Un- 
derstudies for Bankers, p. 66) is assistant 
vice-president of the Cleveland Trust 
Company. A. PATTERSON FretH (Bank- 
ing Is a Fundamental Service, p. 9; 
From One Teller to Another, p. 74) is4 
bank advertising specialist. 
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The statements made by 
Mr. Taylor S. Abernathy, 
Vice-President of The First 
National Bank of Kansas 
City, are impressive. Read 
his letter carefully. Then let 
our representative explain 
to you the National System 
for savings departments. 
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PACIFIC GAS AND ELECTRIC COMPANY 


SAN FRANCISCO, CALIFORNIA 


The properties of the Company and its subsidiaries constitute an interconnected system, located entirely within 
the State of California and operated by a single management. For the past twenty-five years operations have been 


subject to regulation by the California State Railroad Commission. 


The Company operates electric generating plants having an installed capacity of 1,671, 037 horsepower and is one 
of the largest producers and distributors of electricity in the United States. It also ranks among the major distributors 
of natural gas in the country. On March 31, 1937, electric customers numbered 815,201, gas customers 574,366 and 


water and steam customers 11,141. 


In the year ended March 31, 1937, 70.5% of operating revenues were derived from sales of electric energy, 
28.2% from sales of gas, and 1.3% from minor activities. The well diversified character of the Company’s business 


tends to stabilize earnings and also to permit of economical operation. 


Summary of Consolidated Income and Dividends on Capital Stocks 


12 Months to 

Mar. 31, 1937 

a Revenue (including Miscellaneous Income) $97,440,690 
uct: 

Maintenance, Operating and Administrative Expenses, Taxes os? Federal Income tax) 

and Provision for Insurance, Casualties, Uncollectible Accounts and Depreciati 55,884,845 

$41,555,845 

14,224,745 


$27,331,100 
1,912,065 


$25,419,035 
217,000 


$25,202,035 
246,420 


$24,955,615 
7,708,478 


$17,247,137 


Net Income before provision for Federal Income Tax 
Provision for Federal Income Tax 


Net Income to Surplus 
Provision for Gas Revenue in Dispute 


Balance before Dividends 
Dividends of Subsidiaries on Capital Stocks held by public, etc 


Remainder — —* to Pacific Gas and Electric Company 
Dividends on Preferred St 


Remainder — Applicable to Common S! 
Earned per Share of Common Stock 


Summarized Consolidated Balance Sheet — March 31, 1937 
LIABILITIES 


Properties 
Investments (at Cost) 
Discount and Expense on Capital Stock. 
Sinking Funds and S: Deposits 
Current Assets (including $21,292,152 cash) 
Discount and on Funded Debt. . 
Unexpired Taxes and Other Deferred 


35, 477,579 
23,330,504 


$740,812,259 


BOARD OF DIRECTORS 


A. Emory Wishon, San Francisco 


Copies of Annual Report may be obtained on application to D. H. Foote, Vice- 
President and Secretary-Treasurer, 245 Market Street, San Francisco, California 


12 Moaths to 
Mar, 31, 1936 


$93,688,474 


52,775,950 


$40,912,524 
14,615,331 


$26,297,193 
1,818,613 


$24,478,580 
2,293,000 


$22,185,580 
413,890 


$21,771,690 
7,707,893 


$14,063,797 


6,261,254 
$2.25 


$156,533,925 
134,357,525 


41,966,241 
$740,812,259 


4 
$674,061,265 Common Stock in Hands of Public....... P| : 
5,261,285 Preferred Stock in Hands of Public... .... 
: 386,682 Minority Interest in Common Stock and é 
Surplus of Subsidiaries............... 133,378 
Funded 283,965,000 
Current and Accrued Liabilities.......... 20,660,867 
Reserve for Depreciation............... 92,330,952 } 
Capital .......... $ 924,330 
Total Assets..................... Total Liabilities................... 
James B. Black.............San Francisco D. H. Foote................San Francisco ’ 
Allen L. Chickering... ......San Francisco Herbert C. Freeman ...........New York 
John P. Coghlan............San Francisco Norman B. Livermore. . .....San Francisco ’ 
W. H. Crocker... ..........San Francisco Chas. K. McIntosh... ..... .San Francisco 
P. M. Downing. ...........San Francisco John D. McKee........... .San Francisco 
F, T. Elsey................San Francisco Cc. O. G. Miller... .........San Francisco 
James F. Fogarty..............New York Silas H. Palmer............San Francisco 7 
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A Country Used to Freedom 


MIIERE is a very special quality in our American life 
which is hard to describe. It strikes every European 
Yourist, however, and all of our Americans returning home 
fom a stay abroad. I once asked a young Frenchman, who 
bad crossed with me, what his strongest impression of Amer- 
3 was after three days. He answered, “The way everyone of 
sorts looks you right in the eye.” I myself, when getting 
sme, am always struck with the cheery “All righty” of a 
hotel switchboard operator, or the “Okay” of a porter when 
you tell him where to put your trunk. Now these may be 
tle things, but they stand for a whole set of human rela- 
mships different from those in the Old World. 
They mean that we all feel free to be our own selves. After 
periences of many long stays abroad, much of the time in 
fictator countries, I have come to believe that the greatest 
problem we Americans face today is how to combine the co- 
eration needed in a machine age with this heritage of 
personal freedom developed in a simpler age. That is, our 
problem is how to work together through government for 
tater good and yet save that inherited sense of individual 
tiative and the right to make the most of ourselves. It is 
just this which has lured all immigrants to our shores and 
given us that unique quality we like to call Americanism. 
This is our problem not only because we want to save our 
ritage, but also because the greatest task yet lies ahead of 
:raising the standard of living for all. This cannot be done 
without vastly increasing production and lowering costs by 
proved methods of both production and distribution. 
pr the most part, this is just what business, with all its evils, 
s done in the past. [t has done so because of the energy and 
umbition stimulated in millions of individuals. We have not 
¢n told to do things, or how to do them, but we have used 
r minds or spent our joint capital and savings in experi- 
mt. All over the world, the telephone, the electric light, 
mm machinery, motor cars, aeroplanes, etc., have come to 
not from governments, but from business men. How long 


would we have waited for cheap motor cars, or any motor 
cars at all, if we had had to wait for a government bureau to 
develop the idea of a motor industry, instead of having 
individuals like Ford and others developing their own 
initiative and ideas in freedom. 

In this machine age the duties and responsibilities of both 
government and business are bound to increase. This raises 
serious problems for each and for the relationship to be 
maintained between them. I am no apologist for some of the 
evils of business—little as well as big—and I am no op- 
ponent of the cooperation of all of us through government 
for certain desired results. 

What we have to recognize, however, is I think the part 
which business must play in continuing to raise our living 
standards. If business is left wholly free, and too greatly in- 
fluences government, great evils result. On the other hand, 
if the field of free initiative in business is too narrowly 
limited, and if government absorbs business, other evils 
result. In dictator states, the tendency seems inevitable to 
turn all the resources at their disposal, with their control of 
business, to preparing for war. 

The problem is immensely difficult, but I feel that it can 
be only happily solved, if at all, by trying to carry over into 
our machine age, the initiative and independence which 
have made America, as I said in the beginning, so different 
from the old world. We could never have grown from 3,000,- 
000 to 130,000,000, have built our cities, railroads, indus- 
tries, hospitals, colleges, museums, etc., if it had not been 
for the freedom which each individual felt to make his way 
upward. Government may be needed for the equitable dis- 
tribution of wealth, but the free initiative of millions of big 
and little business men is equally needed for the production 
of wealth. And I may add not only for the production of 
wealth, but of the only sort of life which can satisfy men 
who have been used to freedom.—James TRUSLOW ADAMs, 
historian, in a national radio broadcast sponsored by banks. 


Bootstraps Won’t Do 


regard to quantitative control of the supply of money, I 
think all of us will congratulate the Federal Reserve 
bard on the strong and constructive steps that it has taken 
“mop up” the excess reserves of the member banks and 
us bring one very dangerous element in the situation un- 
t control. That was courageous, but it did not arouse 
blic or political opposition (until recently) because it did 
t involve any contraction in the supply of funds available 
business. 
But we have recently seen what is likely to happen when 
th policies (aided by other factors) actually do achieve 
heir aim by tightening the money market and raising in- 
est rates. Throughout the history of the Federal Reserve 
tem policies of monetary expansion have always been 
popular, and more persistently executed, than policies 
contraction, since the latter tend to arouse antagonism in 
th political and public circles—and it is unlikely that the 


1937 


experience of the immediate future will differ greatly from 
that of the past. 

Indeed, it may be expected that the opposition of policies 
of monetary restriction will be intensified because the con- 
tinuing budgetary deficit and the record size of the public 
debt make the national Government acutely conscious of 
money market conditions—and it must not be forgotten 
that the powers of the Federal Reserve Board have not been 
increased to any greater extent than have those of the Treas- 
ury. Theories of boom-control cannot be yoked to the pleas- 
ant pastime of deficit-spending, so that the development of 
an effective monetary policy of quantitative control is im- 
possible unless effective steps are taken to balance the 
budget and free the money market from the pressure of low 
cost financing of governmental deficits. 

Turning to policies involving control of the use to which 
funds are put, there can be no doubt that the powers lately 
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conferred upon it enable the Board of Governors of the Fed- 
eral Reserve System to control much more effectively than 
ever before the use of bank credit funds for security specula- 
tion and the financing of capital expansion. But qualitative 
control must go beyond this, and beyond the use of the vague 
powers exercised by the Board in its regulations regarding 
eligible paper. Booms generate depressions because of the 
strains imposed upon our economy by the unequal growth 
of different enterprises and different fields of business activ- 
ity and, to the extent to which this disequilibrium is due to 
an unsound distribution of credit funds, it is the commercial 
banks of the country that are responsible. Until we are able 
to develop an efficient banking system, coordinated through- 
out the length and breadth of these United States, there is 
little possibility of any effective control of the use to which 
funds are put—and the diversity of our 15,000 banking in- 
stitutions suggests that no such coordination is likely to be 
achieved in the immediate future. 

Even if solutions should be found for the problems existing 
in the monetary field, it still remains true that booms and 
depressions are not entirely monetary phenomena. Develop- 
ments in industry and trade may, and do, produce unequal 
expansion of business activity—and each boom differs from 
its predecessors in the precise cause of the resultant disequi- 
librium. If we set out to meet these developments by policies 
of governmental planning, the problems that confront us 
are innumerable. Obviously such plans must envisage the 
coordinated growth of the whole economy of the nation, and 
not be developed haphazard to meet pressing local emer- 
gencies. 

But on what principles should such national plans be de- 
veloped, what theory should underlie them, to what goal 
should they strive? As yet these questions have not been 
answered, save in the vaguest of generalities. Moreover, there 
is no question but that such plans would greatly circumscribe 
the economic liberties of the individual so that careful con- 
sideration must be given to the vitally important task of 
preserving his political liberties. Economic planning may be 
essential, but it must not be made an excuse for political re- 
pression. 

Moreover, it must be remembered that governmental 
planning involves the regulation of labor just as much as it 


governs the use of the other factors of production. There 
would be no place for the C.I.O. (and very little for the 
A.F. of L.) in a planned economy—and it may be doubted 
on the face of the evidence that the present Administration 
will indulge in any economic plans for boom-control ef. 
fective enough to bring it into open conflict with organized 
labor. 

Nor can voluntary coordination of business policies be ex. 
pected to achieve much in the immediate future, so far as 
prevention of industrial equilibrium is concerned. In the first 
place, our experience with the ill-fated N.R.A. taught us 
how difficult it is to coordinate the activities of all the enter. 
prises in a particular industry, even under the spur of govern. 
mental sponsorship, so that even less may be expected from 
voluntary cooperation. And, secondly, even if such coopera- 
tion were achieved within an industry, it cannot easily solve 
the problems arising from differences of growth between 
industries, since cooperation must develop to a much greater 
extent than it ever has in the past before it extends beyond 
the borders of one industry and attempts to coordinate 
activity in several related fields. 

Obviously we are not yet in a position to stabilize profit- 
ably the economic life of the nation. Problems of economic 
and monetary theory, problems of fiscal policy and problems 
of banking reform must all be solved before that goal can be 
attained. But to any unbiased observer it is apparent that 
significant efforts are now being made to find solutions to 
these problems. Although we cannot entirely avoid the 
fruits of inflationary prosperity, it is probable that we can do 
something to moderate the violence of both the upswing and 
downswing of business activity. 

Never before has as much conscious thought and effort 
been devoted to the problems of stable prosperity as is now 
apparent in all the leading nations of the world and, if the 
menace of war can be averted, it is not too much to say that 
we stand upon the threshold of an economic era brighter and 
richer for all mankind than any that has preceded it. The 
crossing of that threshold demands, however, all of the in- 
telligence and wisdom that we possess: no panacea-program 
of boot-strap levitation will serve our purpose.—F. Cyr 
James, Professor of Finance, Wharton School of Finance 
and Commerce, before the WHARTON INSTITUTE. 


Bank Chartering 


howe question of chartering new banking institutions al- 
ways becomes active during periods of economic advance. 
The reasons for the demand for greater banking facilities are 
easy to understand. During such periods, the demand for 
credit is great, and to the superficial observer it often seems 
that the supply is not keeping pace with the demand. More 
extensive banking facilities then seem to be a logical 
solution. 

The danger is that such a movement may go too far. If 
that happens, the supply of trained banking personnel gives 
out, and inevitably some of the banks are poorly managed. 
Too many banks, moreover, result in uneconomic competi- 
tion, not only in interest rates but also for loans. Credit 
standards are lowered. Thus the unsound unit damages its 
sound competitor, and the whole structure is weakened. It 


has been pointed out that the existence of the Federal De- 
posit Insurance Corporation merely accentuates this evil, 
since now more than ever the fortunes of sound banks are 
tied up with those of their less solid neighbors. Losses re- 
sulting from unsound banking practices are merely dis- 
tributed over the entire banking system. 

The American Bankers Association several years ago pub- 
lished a study entitled The Bank Chartering History and 
Policies of the United States, which made it clear that a great 
part of our past banking difficulty has resulted from undue 
laxity in the granting of bank charters. The problem, of 
course, is one over which banks directly can exercise little 
control, since authority for the chartering of new banking 
institutions does not rest in the banking system itself. In the 
last analysis it is the public itself, the business leaders 
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each community, who bear the responsibility for avoiding 
chartering excesses. The officials who have the authority for 
permitting new banks to engage in business are thoroughly 
aware of the dangers which may result from a loose charter- 
ing policy over the coming years, and I am confident that 
with informed public support they will cooperate eagerly in 
combating any movement for the chartering of unnecessary 
banks. Here again it is our obligation as bankers to take the 
lead in educating the public to their responsibilities. 

Asa practical way in which bankers may be of aid I should 
like to mention the banking boards which have been set up 
in various states to help commissioners of banking in dealing 


E enormous economic changes of recent years must be 


fit. attributed, at least to some extent, to the lack of skill of 
nic § business leadership. The great boom failed, and that is evi- 
MS J dence that it was unsound. The great depression went too 
be far, and that is evidence that business leadership was not 
hat adequate. 
be Business leadership must do better. It must not again 
the permit without protest speculative excesses and rash de- 
do velopment of unsound types of industry and commerce. 
and | The penalty for such an error of judgment is that public 
opinion loses faith in business leadership. 
fort | The profit motive is wise and good. Should it fail to be 
10W =] wise enough and good enough to serve as a reasonable guide 
the J in keeping the economic life of a modern nation functioning 
hat smoothly and well, the consequence will be that the mass 
and of the people will be ready to follow those who attack it, 
The and offer some untried panacea as a substitute. 
seve The answer to this lies in the acceptance of a few simple 
ram | principles. One is that the profit motive is only adequate as a 
YRIL I cuide when it is directed by some sound appreciation of the 
ance | difference between a passing profit and a lasting one. 

If, in order to gain a passing profit, we take men from their 
established homes and callings, move them to other homes, 
and place them in other occupations, then, should the profit 

] prove not to be lasting, the consequence will be to leave a 
| De- 
evil, 
are 
od _ idea of social security seems to be that no one under 
- dis- 18 years of age should work and no one over 65 need 
work. In other words, all the work must be performed by 
)pub- cersons whose ages are between these figures. The working 
y and Wages might be limited further, say to between 20 and 50, or 
great § even 20 and 30. While this seems ridiculous, it illustrates the 
indue # point I have in mind, that to put it into effect it would mean 
am, of I he entire work of the world would be carried on by a com- 
little paratively few people. 
nking | Old-age pensions do not create more goods, and they do 
a idd to the burden of those of younger years who must per- 
e 


om the work. This question of social security raises some 
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Capitalism Has Not Failed 


Self-Made Security 


with problems of bank chartering as well as with other prob- 
lems of bank supervision. The organization of these boards 
varies, of course, from one state to another, but generally 
they include men outside the banking business, and public 
officials or their representatives, as well as bankers, and 
they have broad advisory powers. These boards are a new 
development, but I understand they have already been very 
successful. Undoubtedly they can be made effective instru- 
ments for the development and expression of public opinion 
on banking matters.—Tom K. Smiru, President, American 
Bankers Association, before the Missourt BANKERS Asso- 


CIATION. 


mass of human wreckage stranded when the tide of business 
recedes. It is in these masses of human wreckage that the 
ferment of discontent first begins to grow. 

If, seeking a passing profit, individuals gain wealth, and 
use it for ostentation, and for the mere satisfaction of 
whims, then, when the tide of business recedes, the memory 
of these things will last, and will give rise to bitterness. 

Long term profit can be gained only by basing it on a 
sound and lasting service of the needs of the people as a 
whole. It can only be gained by treating labor not as a com- 
modity, but as a partner of capital. It can only last if the 
wealth which results from it is treated as a trust, not as loot. 

Profit can only be lasting if those who gain it gain at the 
same time the confidence of those who work with them, and 
of the mass who consume their product. 

This is a time for business men to reassert their faith in 
the system of society of which they are a part. Now, as we 
tend to emerge from depression, is the moment to proclaim 
that business directed by the profit motive is the surest road 
to increase in production and general distribution of the 
necessities and comforts of life. This is the time to say that 
capitalism has not failed; that it is still the surest road to 
increase in wealth for all the people—Srr Epwarp BrEatty, 
Chairman and President, Canadian Pacific Railway, before 
the CHAMBER OF COMMERCE OF THE UNITED STATES. 


confusing thoughts in my mind at times. Who will furnish 
the social security for the storekeeper, for example? Here is 
one who may have a village store or a city shop to which he 
gives his time and energy and into which he puts his sav- 
ings, yet who is going to pay his social security pension when 
he becomes sixty-five? Who will provide a pension for the 
farmer or small manufacturer? 

I do not mean that social security should be abandoned, 
but merely note some of the difficulties that arise in connec- 
tion with it. The only real social security is that which peo- 
ple create for themselves through thrift and savings through 
their savings accounts and life insurance policies, invest- 
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ments and home ownership. This is true social security. It 
puts money to work productively and brings security to 
those who have earned it. The banks as custodians of sav- 
ings have played an important part in this. 

There is to be provided, it seems, a fund that is self-sus- 
taining. Contributions paid by employers and employed 
shall be sufficient to create a fund that it is estimated will 
grow to 40 billion dollars, which is to be invested in Gov- 
ernment bonds at 3 per cent interest. “Self-sustaining” 
seems to me a misnomer. The fund is supported by the in- 


terest on the bonds and this interest is paid by the taxpayers 
of the country. 

We should, of course, provide for the sick and the infirm 
and the helpless and those too old to work if they have been 
unable to provide for themselves. I am not speaking againg 
the enactment of social security laws, but think we should 
understand just what they mean and what they will ac. 
complish—Puitrp A. Benson, Second Vice-president 
American Bankers Association, before the Kansas BANKegs 
ASSOCIATION. 


Many Years of Prosperity 


= capitalism, if left to itself, without monetary 
guidance or interference, contains in itself the germ of 
an economic disease which we call the business cycle— 
recurrent unemployment of capital and labor. The political 
consequences of bad trade are obvious. New parties are 
formed with subversive ideas. Appeals to class hatred are 
widespread and popular. Depression, in fact, is the breeding 
ground of Bolshevism. 

A cure for the business cycle is essential. Managed money 
has been instituted: for economic reasons, so as to make full 
use of national resources both in men and machinery, with- 
out leaving them idle; for humane reasons, so as to reduce 
unemployment; and for political reasons, so as to stop 
Bolshevism. 

The art of monetary management is somewhat similar to 
that of driving a car on a straight country road. If the car 
swings of its own accord too much toward the ditch of de- 
flation on the left, it is necessary to turn the steering wheel 
to the right. But this movement, if left uncorrected, will 
head the car toward the ditch of inflation on the right. The 
money managers, therefore, must continuously be steering 
the machine and interfering with, or controlling, the steering 
mechanism. 

It is not, however, always necessary for money managers 
to take positive statistical monetary action in order to 
secure the results which they desire. Threats of monetary 
action can be almost as effective as action itself. It is prob- 
able, however, that after some time, the implied threats of 


action will lose their influence on the public in general, until 
at last the moment arrives when the finger-tip control of 
suggestion will lose its efficacy. In other words, at a later 
date it will become essential in America not merely to 
threaten to restrict or deflate bank credit, but actually to 
do so in practice. 

Insofar as monetary management becomes effective, the 
old trade cycle, as we used to know it, may now be dead, 
Instead of huge cyclical swings in business and security 
prices occurring over periods lasting several years, the 
cyclical swings during which cumulative momentum always 
used to be gathered, either upwards or downwards, will be 
replaced by much shorter run swings in general industry, 
and in security prices, than has been experienced in previous 
generations. 

My own anticipation is one of high prosperity for many 
years in America, at a level of activity rivaling, and indeed 
eventually exceeding, that of 1929. Whether you like it or 
not, money management in fact is here. All further fore- 
casting both for bonds and stocks must be predicated on a 
correct understanding of the coming moves of the money 
managers. 

The long term outlook for the average American, no 
matter whether he be a wealthy capitalist or humble laborer, 
in my view is more promising and secure than it has ever 
been in the course of the history of the United States.— 
Major L. L. B. Ancas, Economist, before the NATIONAL 
ASSOCIATION OF MUTUAL SaAvINGs BANKS. 


Remote Control in Banking 


a opinions which unit bankers hold are based upon 
something deeper than personalities, and it is, indeed, 
most necessary, in these times of stress and uncertainty, 
that bankers should clearly and courageously express their 
views upon vital matters which affect their calling, to the 
end that we may proceed along lines best calculated to serve 
the public and, at the same time, produce at least a modi- 
cum of profit to ourselves. 

Let us review the early history of banking in America. 
Before the Revolution there was no banking worthy of the 
name; any man could receive deposits if his neighbor would 
trust him, and could issue his circulating note if he could 
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get some one to receive it. The Bank of North America es- 
tablished in Philadelphia in 1782 and the Massachusetts 
Bank of Boston and the Bank of New York which began 
business in 1784 appear to be the only banks chartered at 
the time the Constitution was adopted September 17, 1787. 

You are acquainted with the history of the Bank of the 
United States established by Congress in 1791. One of the 
first acts of this national bank was to establish a branch in 
the city of New York in competition with the Bank of New 
York, which action, we are told, was resented by Hamilton 
who had helped found both institutions. 

Thus we see the branch bank and the unit bank in compe 
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tition as the American nation was born. Despite the virtues 
of the Bank of the United States, its vices were widely adver- 
tised and its charter was not renewed in 1811. The Second 
Bank of the United States was chartered in 1816 and after 16 
years of turbulent existence, marked by some mismanage- 
ment in parent bank and branches and by greater involve- 
ment in political controversy, was discredited by President 
Jackson who took the Government funds out of the Bank, 
paid off the public debt in full, and divided the balance of 
the funds among the several states. 

Soon after the expiration of the charter of the Second 
Bank of the United States in 1836 Congress authorized the 
establishment of the sub-treasury system for handling the 
Government business, and did not again enter the banking 
field until 1862 when the National Bank Act was passed. 
During the 80-year period from 1782 to the beginning of the 
national banking system, banks chartered by the states, 
and some private banks, carried on all the banking business 
except that which was done by the two Banks of the United 
States. State banks were chartered by the hundreds, far in 
excess of requirements. Blunders were made which were 
costly to banks and the public—that no one will deny. 
Gradually, however, certain fundamentals of sound banking 
were discovered and developed, especially after the panic of 
1837. Among these were secured note issues, reserve re- 
quirements and bank supervision. It should also be remem- 
bered that during this period (referred to by some as the 
period of “wildcat banking’’) our population increased ten- 
fold, our area four-fold, national wealth rose to 20 billions, 
our foreign trade increased from 46 to more than 650 mil- 
lions annually, and the beginnings of steam railroads and 
steam navigation heralded a new era in America. 

It is true that branch banking was engaged in by state- 
chartered banks before the Civil War. Much of the trouble 
of that period was due to this fact notwithstanding that, 
under state auspices, branch banking was necessarily upon a 
restricted scale. It was no doubt due to this experience that 
national banks, established in 1862, were planned to be unit 
banks. Furthermore, there is, perhaps, no greater tribute to 
the unit banking idea than the fact that for so long a period, 
until the McFadden Act of 1927, the principle of independ- 
ent banking was observed as a feature of the national sys- 
tem. State banks, during this period, were given more or 
kss freedom in establishing branches. Federal Reserve re- 
ports show that in 1924, 517 state banks were operating 
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- is possible that the 30,000 banking institutions which 
" existed in this country in 1920 were really needed, but the 
disappearance of half that number during the intervening 
years makes any such assumption farfetched. In any event, 
the popularization of the automobile, the extension of paved 
toads, changes in financing habits, and similar progressive 
steps in our economic evolution, all have combined to 
minimize the need for maintaining banking facilities on a 
next-door basis. 

To these facts can be attributed the determination of the 
directors of the Federal Deposit Insurance Corporation to 
approve only charters which can be justified on the basis of 
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1,675 branches. Pressure was brought to bear on Congress 
to permit national banks to have branches in states where 
state-chartered banks were allowed that privilege. 

Even the McFadden Act, however, threw greater limita- 
tions (as to required capital, for example) around the 
establishment of branches of national banks than existed 
in many states with reference to state-chartered institutions. 
Branches of national banks have increased to 1,460 (oper- 
ated by 190 parent banks) between the date of the McFadden 
Act (1927) and October 31, 1936. For the year ended on that 
date a net gain of 67 branches was reported by the Comp- 
troller of the Currency. On December 31, 1935, 619 state- 
chartered banks had 1,812 branches while the total for all 
banks as of that date was 890 banks with 3,332 branches, 
according to the latest Federal Reserve report. 

Generally speaking, the principal difference in chain, 
group and branch banking lies in the amount of responsi- 
bility assumed by the fiscal agent or head office. Such re- 
sponsibility was least in the chain system where sometimes 
as little as 10 per cent of the stock was held by the organizer 
of the chain who directed the policies of the various banks 
composing the links thereof. Chain banking has no defenders 
now. Group banking was indulged in, primarily, for the pur- 
pose of getting around the prohibition against branch bank- 
ing and involves a greater degree of responsibility on the 
part of the holding company affiliate. Branch banking with 
its allocation of parent-bank stock to various branches is, 
perhaps, the best type of multiple banking. All these types, 
however, have the same purpose in view, namely, wide- 
spread accumulation and central control of bankable re- 
sources, and the evils of remote control attach to each type. 

Perhaps there is no clearer nor more timely warning of 
the dangers of concentrated financial power in private 
hands, than the words of Jesse H. Jones: 

“Tt is certainly not to the best interest of our country 
that control of wealth, industry and credit be concentrated 
in a few hands. That is so fundamental as not to be open to 
argument. Business has, in fact, been running too much to 
size for the general good, as have credit institutions. . 
Entirely too many self-perpetuating bodies and boards con- 
trol the money and the credit of the country, money and 
credit that belongs to the people. This is the natural result 
of concentrated power and is not good.”—Wr1.1Am S. 
Exuiott, Vice-president, Bank of Canton, Canton, Georgia, 
before the KANSAS BANKERS ASSOCIATION. 


for Banking 


real need, which have reasonable earnings prospects, which 
are adequately capitalized for their probable volume of busi- 
ness, and which are to be managed by men of proven ability. 
We are unalterably opposed to the chartering of institutions 
which are economically unsound and likely to fail. Our 
efforts have received the hearty cooperation of most super- 
visory and chartering authorities. It is only reasonable to 
suppose, however, that there will be an increasing pressure 
for the creation of new banks as, with improving conditions, 
the banking business becomes more profitable and therefore 
more attractive for investors. Not only the danger of weak- 
ening the system but the protection of his own vested inter- 
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ests should lead every thinking banker to support govern- 
mental authorities in their drive to place bank chartering 
on a reasonable basis. 

The mushroom growth of various types of thrift and credit 
institutions outside the commercial banking structure gives 
me much concern. I do not doubt that building and loan 
associations, credit unions, personal finance companies, and 
many other types of institution have a legitimate place and 
serve a useful purpose in many communities. I consider it 
imperative, however, that the creation and operations of 
these institutions be subject to as strict regulation as is the 
case with banks. Our efforts to strengthen banks can be 
seriously hindered or even defeated by a lax attitude with 
respect to the chartering and the competitive activities of 
financial institutions other than banks. I suggest, therefore, 
that it is to the advantage of bankers to campaign for the 
legal regulation of all types of thrift and loan organizations. 
These regulatory powers must be delegated to the officer or 
board that supervises banks in order to ensure a unified 
financial policy within a state. 

To my mind the most ominous trend in bank balance 
sheets during the past several decades has been the steady 
decrease in the ratio of capital funds to either assets or 
liabilities. The views of the F.D.I.C. directors on the ques- 
tion of an adequate capital cushion are, I believe, quite 
generally known. Suffice it here to say that we are now doing 
and shall continue to do everything in our power to remedy 
capital deficiencies where they exist and to insist upon the 
building up and the maintenance of an adequate ratio of 
net sound capital to net sound assets in every bank for 
whose well being we are responsible. 

Many banks, upon the strength of high liquidity and 
improved earnings, are now attempting to retire their out- 
standing preferred capital obligations. I should like to make 
clear the Corporation’s attitude on this issue. In the first 
place liquidity is not now, has never been, and I hope never 
will be a proper measure of the adequacy of a bank’s capital 
structure. I realize that banks are of necessity now more 
liquid than they ever have been before and that there is less 
possibility of loss or depreciation developing in these liquid 
assets than would be the case with what we like to look 
back on as a normal asset distribution. We cannot assume, 
however, that this high liquidity will continue indefinitely. 
Bankers will be the first to admit that the present condition 
has its disadvantages and that the sensible thing to do, inso- 
far as capital is concerned, is to plan for future contingencies. 
We are determined to discourage any reduction in a bank’s 
existing capital structure until the management of that bank 
has demonstrated not only its willingness but its ability to 
build and to maintain an adequate capitalization without 
outside help. 


Railroads Can 


j pow need for further coordination in the transportation 
system as a whole was never greater than at the present 
juncture. 

Over the last 25 years we have had an enormous growth 
in the aggregate transportation facilities of the country. In- 
deed, the growth in the capacity of the transportation sys- 
tem has been very much greater than the growth in the vol- 
ume of traffic to be handled. We should normally expect the 
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Now, as to the question of dividends. I realize fully that 
after the long period of famine just past, bank managers are 
eager to reward the patience of stockholders by resuming the 
payment of dividends. Rising operating income, appreciation 
of asset values, and profits taken in the investment portfolios 
look mighty good after so long a period of writing with req 
ink. I admit readily the right of the owners to a fair return 
on their investment, and no one will be more pleased than 
will I when reasonable dividends are the order of the day, 
I do insist, though, that the bank’s condition must at all 
times be such as to justify beyond question the payment of 
any dividend. We must remember that the appreciation and | 
profits at which we rejoice would not be available, had there 
not been depreciation of asset values during the early 1930's, 
If values fall once, they can fall again, and I believe that a 
major part of the present windfall should be reserved as 
corporate savings against just such a contingency. Our ex- 
aminations of banks have revealed hundreds of cases where 
worthless assets were allowed to accumulate during the 
boom period with the result that when supervisors finally 
did force their elimination banks faced huge capital impair- 
ments or insolvency. The prescription I propose, then, is 
this: take depreciation regularly and losses as they occur; 
reserve out of profits a sizeable addition to capital account 
in anticipation of the next period of deflation; then, and 
then only, consider the distribution of dividends. 

I note with alarm that many banks in their search for 
earnings have turned during the past two years to a practice 
which I consider anything but legitimate and which is 
potentially a monkey wrench held over the smoothly running 
machine of banking recovery. I refer to speculation in low 
grade bonds. The temptation proved too strong for several 
of those who watched the constantly rising bond market 
during 1935 and 1936. To these men the sky-rocketing mar- 
ket seemed the golden opportunity to replenish their de- 
pleted surpluses and to put their banks again on a dividend- 
paying basis. If the demand for bank credit in commercial 
and industrial channels increases substantially, bond prices 
will be likely to react unfavorably and bankers who are in 
and out of the market may incur sizeable losses. It is possible 
that some of these optimistic bank managers will be wise 
enough to sell their holdings at the peak and to stop gam- 
bling. Earlier experiences with men of this type, though, 
lead me to believe that the chances for such wisdom are few 
and that when a slump in the bond market does come these 
bankers will be fortunate to save their original stake. The 
safe, sound, and practical way to rebuild bank capital and 
to pay dividends is out of operating earnings and not through 
the fair-weather profits of speculation —Lro T. CrowLey, 
Chairman, Federal Deposit Insurance Corporation, before 
the Missourl BANKERS ASSOCIATION. 


Pioneer Again 


growth of transportation facilities to bring a concurrent 
reduction in costs to the shipper; but in consequence of the 
duplication of facilities rates have been reduced compara- 
tively little. 

The solution of the problem of high transportation costs 
is to be found only in the unification of the transportation 
system. Effective coordination cannot be obtained by having 
the Government arbitrarily adjust rates so as to maintain 
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all forms of transportation “in full vigor” and to make 
traffic move, in part by one agency and in part by another, 

dless of true costs. The question of the cheapest route, 
all factors considered, varies with different consignments 
and the special requirements involved. 

The unification of transportation can thus be brought 
about only by means of transportation companies exercising 
freedom to use the various forms of transportation in what- 
ever combination experience may prove to be the most eco- 
nomical in moving goods or persons from point of origin to 
destination. Accordingly, recent trends in the direction of 
the development of transportation companies should be 
systematically encouraged. 

This country of ours is entering upon a new plane of in- 


om 5,331 active national banks in the country on Decem- 
ber 31, 1936, reported gross earnings for the last half of 
the calendar year 1936 amounting to $423,893,000, and ex- 
penses of $287,161,000, resulting in net earnings from current 
operations of $136,732,000, compared to $123,402,000 in the 
previous six months, an increase of $13,330,000. Adding to 
the net earnings profits on securities sold of $79,024,000, and 
recoveries on loans and investments, etc., previously charged 
off of $96,944,000, less losses and depreciation of $158,302,- 
000, the net additions to profits before dividends in the pe- 
riod amounted to $154,398,000, which was 9.62 per cent of 
the par value of common and preferred capital stock, or 
4.87 per cent of capital funds. Dividends declared on com- 
mon and preferred capital were $66,337,000 and $9,195,000, 
respectively, a total of $75,532,000, representing 4.71 per 
cent of the total par value of capital stock. 

In the calendar year 1936, national banks reported gross 
earnings from current operations of $825,847,000, compared 
to $794,156,000 in the calendar year 1935, an increase of 
$31,691,000, or 3.99 per cent. Total expenses in 1936 were 
$565,713,000, an increase of $16,565,000, or 3.02 per cent 
over the previous year. The net earnings from current opera- 
tions were $260,134,000, or 6.17 per cent over 1935 when 
they amounted to $245,008,000. 

Recoveries on loans and investments, etc., previously 
charged off and profits on securities sold in 1936 totaled 


In Times 


WE have been passing through a period of extremely easy 

money and low business activity. During such a period 
the pressure for earnings engenders the taking of risks which 
in normal times are not considered. In addition, it would 
appear that the increased business activity at this time will 
result in new demands for our funds; that we are entering a 
new cycle of borrowings by the public. 

Banks are more apt to be off guard, to be more susceptible 
to the siren’s call, or to follow the will-of-the-wisp at such 
times as this than when money is more dear and business 
activity not on the increase. It is in times like this that loans 
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National Bank Earnings 


Like This 


dustrial relations. For the moment we are somewhat con- 
fused because of a heritage of distrust, a lack of established 
procedures, and the want of clearly defined principles which 
might serve as guides to industrial policy. May I suggest 
that our oldest industry, the one in which collective bar- 
gaining was first developed, the one which is now buttressed 
by the greatest experience in the conference method of ne- 
gotiation, the one in which the mutual respect of the various 
parties in interest has been the furthest developed, has an 
opportunity at the present time to blaze new trails and set 
new standards in the adjustment of industrial issues.— 
Harotp G. Moutton, President, The Brookings Institu- 
tion, before the NATIONAL ASSOCIATION OF MuTUAL SAv- 
INGS BANKS. 


$360,617,000, exceeding by $120,370,000, or 50.10 per cent, 
the amount reported in 1935. Losses and depreciation 
charged off decreased 6.17 per cent, or from $326,764,000 
to $306,608,000. Net additions to profits before dividends 
aggregated $314,143,000 in 1936, and exceeded by $155, 
652,000, or 98.21 per cent, net additions to profits in the 
preceding calendar year. These additions in 1936 were 19.57 
per cent of the total par value of common and preferred 
stock, or 9.91 per cent of capital funds. 

Dividends declared in 1936 of $137,676,000, representing 
8.58 per cent of the par value of capital stock, showed 
an increase of $20,028,000, or 17.02 per cent, over the year 
1935. 

Among the important functions of the Bureau of the 
Comptroller of the Currency is the appointment of receivers 
for failed national banks and supervision over the adminis- 
tration of these trusts. At the time of the banking holiday 
in March 1933, there were 1,070 national banks in receiver- 
ship with total deposits at closing of $889,800,000, and as a 
result of the banking holiday, there were added 661 more 
receiverships with deposits at time of closing of $1,113,901,- 
130, making a total of 1,731 receiverships with total deposits 
of $2,003,701,130. Of this amount, $1,422,602,851, or 71 per 
cent, has been made available to depositors.—J. F. T. 
O’Connor, Comptroller of the Currency, before the In- 
DIANA BANKERS ASSOCIATION. 


are made and investments purchased that produce the 
misery and headaches later. 

Now is the time to be diligent and to watch ourselves lest 
we later find we were not on our guard and were led astray 
by easy money and increasing business. 

None of us ever had, or ever will have, to worry about the 
loans and investments we made back in 1933. Let us hope 
that our care at this time will make the same thing true of 
the loans and investments we make in 1937.—E tus M. 
Carr, President, Kansas Bankers Association, before the 
AssocraTIon’s 50TH ANNIVERSARY CONVENTION. 
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Liberty-Loving Interest Rates 


ie would appear that in the past interest rates have exerted 
practically no influence on the volume of bank credit, 
except to the extent that periods of deflation of total bank 
credit have usually been preceded by short periods of high 
interest rates. Whether these high interest rates were cause 
or effect, no one can say. With the increase in holdings of 
securities by banks, it may be that rising interest rates, or 
merely an expectation of higher interest rates, will in the 
future cause a contraction of bank credit through sales of 
securities by banks in an effort to avoid losses. This situa- 
tion is so new that a definite conclusion is not warranted at 
this time. 

It is significant that interest rates are usually low when 
the velocity of bank deposits is low and high during the 
periods of intensive turnover, but I am inclined to the belief 
that interest rates are a symptom and that “mass psychol- 
ogy” is the cause. Experience has shown that interest rates 


on high-grade types of credit can be controlled over fairly 
long periods of time by action of central banking and gov- 
ernmental authority, but the extension of credit in cases 
where some degree of risk is involved and the interest rates 
governing such types of credit still remain subject to the 
laws of supply and demand. 

But even though it is possible to control interest rates and 
keep them low within a certain area, this type of control has 
its price. The maintenance of artificially low interest rates 
implies the maintenance also of an “oversize” credit base, 
which in turn may facilitate excessive credit expansion 
when and as popular psychology is propitious to such a de- 
velopment. Indeed, about the most which can be said about 
control of money rates and credit expansion at the present 
time is that we “cannot eat our cake and have it.’”— 
GrorGE V. McLAuGHLIN, President, Brooklyn Trust Com- 
pany, before the CHAMBER OF COMMERCE OF THE U. §. 


The World’s Business 


— closer balance between our exports and imports ex- 
perienced in the past year is accounted for largely by 
domestic agricultural deficiencies arising from crop curtail- 
ment followed by drought. Analysis of our imports should 
dispel any apprehension on the part of those who attach too 
great a degree of importance to the balance of trade. Almost 
half of our agricultural imports, in terms of value, are non- 
competitive products. As a creditor country, and with the 
necessity of importing raw materials in a time of expanding 
industrial production, the large increase in our imports is 
evidence chiefly of the increased purchasing power and 
higher standard of living which are the outward and visible 
signs of greater national prosperity. 

Much has been said with respect to tariff barriers, but it is 
not generally recognized that approximately 60 per cent of 
our imports pay no duty. It can also be said that the United 
States has one of the lowest average rates of duty when 
applied to its total imports. Consequently, the American 


policy of breaking down restrictions on international trade 
is consistent, and seems to offer to the world an example of a 
moderate tariff and a promising way out of the present 
vicious cycle of tariffs, quotas, embargoes, etc., imposed by 
other countries. The restoration of world trade would make 
possible the maintenance of full production and employ- 
ment in all those nations which at present are more con- 
cerned with their re-armament programs. 

The task before all countries is that of creating conditions 
favorable to trade expansion. Expansion of international 
trade is the first step towards a solution of other recovery 
problems. The principle of equality of treatment of all coun- 
tries, combined with freedom of multilateral trading, must 
in time be accepted by all countries that seek to create a 
friendly international atmosphere in which conditions per- 
mitting of trade expansion may be more firmly established. 
—James A. FarrELL, Chairman, National Foreign Trade 
Council, before the CHAMBER OF COMMERCE OF THE U. S. 


An Almost Superhuman Task 


— are two ways to finance governmental expendi- 
tures—current taxation and borrowing. That, of course, 
eliminates the issuance of currency. 

It must be obvious that to increase the tax burden in time 
of depression, with production at low ebb and unemploy- 
ment large, would nullify the very thing that is sought to be 
accomplished. 

It is sound economics to operate on an unbalanced budget 
until the country is restored to economic vigor, and has 
definitely started on the up grade under the power of per- 
sonal initiative. 

As private enterprise takes up the slack, production is 
increased and unemployment reduced, public expenditure 
should be diminished, the budget balanced, and the debt 
gradually reduced. When we shall have reached that stage 
is not easy to determine. The decision must be trusted to 
responsible authority. 
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When the Government is borrowing to fight a depression, 
it helps the banking situation to borrow from banks. It gives 
the banks earning assets when they are needing them badly 
and have but little demand for credit from private enter- 
prise. And it gives them securities of high quality and liquid- 
ity. It increases deposits—builds up the credit structure. 
This policy is also helpful to the Government in its fiscal 
operations. 

Bankers perform a very important function in our na- 
tional economy—a public service. They will feel less resent- 
ful toward regulations and restrictive measures and more 
willing to cooperate if they understand their purpose. They 
will be more sympathetic and tolerant toward the monetary 
authorities who are charged with the responsibility of per- 
forming an almost superhuman task.—J. J. THomas, Chair- 
man, Federal Reserve Bank of Kansas City, before the 
NEw Mexico BANKERS ASSOCIATION. 
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One Way to Avoid Headaches 


CCORDING to accepted banking standards, the con- 
servatively managed automobile finance company con- 
stitutes an ideal credit. Its risks are small and widely spread 
and are being liquidated month by month. It has no mer- 
chandise except repossessed cars, which at a price are always 
salable. Its liabilities are spread over such periods that, if 
necessary, by ceasing its purchases it could pay all obliga- 
tions as they mature. 

These merits, however, do not alter the fact that care- 
lessly or recklessly managed finance companies can get into 
trouble or lessen the desirability of bankers’ being given 
periodically such close analyses of the paper as is provided 
in the questionnaire and the audit of a good public account- 
ant. At this time I think it is more important than ever 
before that bankers should insist on their finance clients 
keeping themselves liquid. 


Apparently some companies seem to be willing to meet 
any competition, however unsound, and only two facts can 
stop them—that is, the losing of their bank lines or the 
making of undue losses. If the management of a finance 
company will not listen to reason, its bankers are doing it a 
favor in withdrawing lines as such action will certainly save 
it from losses later on. 

This is a time when finance companies are asking their 
bankers for increased lines. It is eminently the time for the 
banker to refuse them except to those companies which are 
doing a reasonably conservative business. 

If the banker at this time will hold a fairly stiff attitude 
to the finance business, I think he may save future head- 
aches to his friends and perhaps to himself—ARTHUR W. 
NEWTON, Vice-president, The First National Bank of 
Chicago, before the RoBERT Morris ASSOCIATES. 


Cooperation in Agriculture 


HE lesson of depression is that abandonment of any per- 

manent program for agriculture would mean a new train 
of difficulties—extremes of supply and of price, class bitter- 
ness in time of collapse, loss to business in farm areas, and 
finally to business throughout the nation. The experience of 
depression is recent enough to teach us the dangers to us all 
that are involved in such conditions. 

Stubborn opposition to all cooperative action and to all 
efforts to shape a sound farm policy could lead to disaster. 
In preference to such opposition, it may be wise for the 
moderate elements of business to support farmers in their 
efforts to work out a national agricultural program. The 
sober judgment of many men studying the problem is that 
the time has come to recognize that important changes are 
taking place in our economy and that these changes mean 
changes in national policy. 

It would appear that the time is ripe for more general use 
of the cooperative idea in agriculture, as well as in labor and 
business. Since 1932, agriculture has had experience with 
the benefits that come to farmers from pooling their energies 
in cooperative programs to combat price collapse, to fight 


drought and to conserve soil fertility. Isn’t it sensible to 
have systematic programs to head off emergencies? Where is 
the virtue in allowing cutthroat competition to bring about 
vast wastage of soil? Where is the wisdom in inviting price 
collapse by such lack of policy in production? 

History will probably note that our lack of a farm policy 
prior to 1932, our blind reliance upon sheer competition to 
solve all problems, and our wasteful exploitation of precious 
resources were the gravest defects in 20th century civiliza- 
tion. 

It is my hope that in the coming years we can remedy 
those defects. This will require team play by the different 
elements of society. It will require the tolerant cooperation 
of business and labor with agriculture. But in return for 
such cooperation, business and labor are sure to share in the 
benefits of a long time farm policy that will moderate ex- 
treme swings of price, protect farm income, and safeguard 
the future food supply by protecting the soil resources of the 
nation.—H. R. Toitey, Administrator, Agricultural Ad- 
justment Administration, before the CHAMBER OF Com- 
MERCE OF THE UNITED STATES. 


Garments of Banking 


- has often been remarked that advertising art, layout and 

production have done more to increase the artistic appre- 
ciation of the United States as a whole than all of the old 
masters put together. If that is true, it imposes a tradition 
and a burden upon lithographers and at the same time opens 
up tremendous opportunities. 

Business is not famous for its imaginative powers. That 
imagination has, in the past, been supplied pretty largely by 
advertising agencies, advertising managers, merchandising 
experts and the creative departments of printing and lith- 
ograph shops. They have done a good job—in spots. There 
is a much greater job to be done. 

The advertising agent can have a good idea but, if it is 
butchered in production, it may be worse than a bad idea 
well done. Take the case of banking. In the large bank it is 
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all too frequently the case that the purchase of lithography 
and printing is considered a routine job which belongs to the 
purchasing agent, and he all too frequently considers it 
precisely as though he were buying cleaning cloths, sponges 
and paint brushes. He has no idea and no way of learning 
that when any institution buys lithography and printing it 
is buying the clothing and the equipment with which that 
institution faces a tremendous audience. 

It has long been my contention that no purchase of letter- 
heads, of checks and of other items which most frequently 
reach the public, should be made without the express ap- 
proval and in fact the supervision of the one to whom the 
institution has entrusted the fashioning of its garments.— 
H. A. Lyon, Vice-president, Harold F. Strong Corp., New 
York, before the LirHOGRAPHERS NATIONAL ASSOCIATION. 
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Brass Collar Security 


fps governmental machine that has been operating dur- 
ing the past four years to undermine and destroy the 
enterprise order is practically complete, but a few more 
gadgets are being forged and will be fitted into place as soon 
as all constitutional obstacles are removed. 

For greater speed and efficiency it will soon have an at- 
tachment enabling the state directly to regulate wages, work- 
ing hours and employment through labor organizations as 
an agency of the state, and to control prices, production and 
distribution of manufactured products through cartels, 
trusts or trade associations. This will raise the costs of pro- 
duction, speed up the dissipation of private capital, and de- 
stroy the marginal producers or bring them to the Govern- 
ment banks for loans or subsidies—with strings attached— 
to maintain employment, enforce wage standards, allocate 
production and control the flow of consumers’ purchasing 
power upon which power depends. 

It will soon have, too, a special device to control farm 
management and ownership and gradually bring a dominant 
portion of the farms under ownership of the state, or make 
farmers state employees. The engineers who operate the 
machine have long recognized that agriculture is a stubborn 
stronghold of enterprise, and resists socialization to the last, 
so they have started on it early and adapted their machine 
to the purpose. Incidentally this will cut off the escape of 
those vestigial urban enterprisers who think of inflation 
farms and revolution ranches as a final domestic refuge 
from the state. 

The operation of this mechanism intended to outwit the 
facts of life will be slow, silent and unseen, as it has been to 
most of the American people so far. It is skillfully designed, 
comprehensive in scope, and apparently expresses the de- 
sires of the majority for whom it was made and is being run. 
If the engineers who operate it are as intelligent and skilled 
as those who built it, it will work smoothly after a few years 
and in the end will probably accomplish the purpose for 
which it was designed. It is engineered out of error, forged 
out of falsehood and driven by the power of mass delusion 
mobilized by demagoguery; but for its purpose I can see 
no defect in the machine itself, and nothing that is now 
strong enough to wreck it. Even war, widespread labor dis- 
order, inflation and depression would only strengthen it and 
speed it up. 

If it is driven intelligently and efficiently during the next 
decade it will gradually cripple the working capacity of the 
people, dissipate the private capital resources of the com- 


munity, gather them in the hands of the state, grind up the 
enterprise organization in all its vital parts and replace it 
with a form of state capitalism, a compulsory collective se. 
curity system under state ownership and control. 

The most important thing to remember about this gov. 
ernmental juggernaut is that it is irreversible. No matter 
how many there are who may desire it reversed, no political 
leader or party today would dare try to reverse it. The proc- 
esses involved in a compulsory collective security system 
are one-way processes. Each dissipation of savings and 
wastage of working capacity it causes, induces cumulatively 
more erosion in the enterprise order and compels more state 
control. Once established and in operation it must grind out 
the grist for which it was made, as relentlessly and fully as 
the mills of the gods. 

And what will this grist be? Will it fulfill the hopes of 
those who, under the spell of the superstition of the sorcerer 
state and the necromancy of science, fondly believe that the 
grist will be the ambrosia of unlimited, universal and effort- 
less prosperity, peace and security; or will it be the bitter 
dust of disillusionment in their mouths? No honest man 
who has read and understood the record of present and past 
experience can doubt the answer. 

A compulsory collective security system, intelligently con- 
structed and efficiently operated, may assure a bare mini- 
mum of uniformly rationed economic security and stability if 
its subjects are willing to pay the price. That price is growth, 
progress, freedom and strength of character which the enter- 
prise principle makes possible. It may provide the brass col- 
lar security and stagnant stability of the robot or slave so- 
ciety, the rationed equality of the shipwrecked on a desert 
island. It can never bring the peace, the lightening of labor, 
the lengthening leisure, the expanding and widening pros- 
perity and rising standard of living that the spontaneous, 
creative cooperation of free men under the enterprise order 
has brought to the American people in the past century. 

The destruction of the enterprise principle will mean a 
fundamental change in the character of the American people 
and in their ways of life and work; but it will not alter the 
inescapable conditions of their prosperity and security. It 
will make every one of us a mere cell in a political body, 
subject to the spreading bureaucratic cancer of the state 
that will sap the vitality and creative power of the people 
and ultimately destroy them.—Vircit JorDAN, President, 
National Industrial Conference Board, before the CHAMBER 
OF COMMERCE OF THE UNITED STATES. 


The Advertising Dollar 


— banker must educate not only the customers of the 
bank, but the individual who does not have a bank ac- 
count and who probably never will have one. Our problem 
is clearly one of cultivating in the mass mind a favorable 
impression of the standing, integrity and efficiency of the 
banking system, the way it serves business and industry, its 
contribution to social and economic welfare. 
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The fact may not be overlooked that most endeavors to 
mold public opinion on a large scale have been undertaken 
and supported by group organizations. Few ideas of far- 
reaching importance have flourished for long unless mobil- 
ized and organized in groups of individuals. Political groups 
have played a well-recognized role in the formation of public 
opinion. 
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Curiously enough, it is often the executive officers of a 
bank who first of all must be educated to the importance 
and the necessity of guarding and developing favorable pub- 
lic relations. The same executives have been rendering great 
economic and social service, but have failed to make the 
public aware of such contributions. The result is misunder- 
standing and misinterpretation. You are sure that your bank 
is worthy of public respect and confidence—then acquaint 
the public with this fact by the dissemination of accurate 
facts through the different channels of public information. 

In the mind of the average banker, advertising usually has 
been considered as a means of acquiring business. The ap- 
peal of the messages has been directed, in most instances, to 
this end. Molding favorable public opinion and making cus- 
tomers are two different jobs—separate though related. 


Suggestion for 


Spe successful man is a good salesman—whether for 
the purpose of selling himself or his product—and even 
though his product may be a good one, he cannot sell it un- 
less he has a proper sales attitude and approach. 

One of the major problems of the executives of our nation- 
ally known organizations is the selection and training of fu- 
ture executives and administrators: men with potentialities, 
men who can sell, lead, create, and organize. Even during these 
past trying years there has been a dearth of men with all 
around capacity. 

This lack isn’t wholly attributable to faulty school train- 
ing; it comes from little things. Fundamentally, many of our 
young men are well grounded in the essential tools of ac- 
counting, economics, business law, and spoken and written 
English. But carelessness in accounting practice; unthinking 
actions on economic problems; hasty judgment on legal 
matters; and above all, uncouth, ungrammatical, awkward 
English, defeat any determination of purpose the young 
men may have. 

Just to clarify the emphasis I place on the use of good 
English, consider the hypothetical case of a young man who 
has made good on his routine trial and is elevated to a train- 
ing assignment. He is given a problem to work on. He ap- 
plies himself with diligence and goes into every technical 
aspect of the work. Let’s further suppose he finds the proper 
solution and even offers suggestions of improvement. He 
writes a report for his chief, and is later sent for because the 
boss doesn’t understand it. He caps that by flunking the 


([SERE are many things which the employer can do to re- 
_™ move the underlying causes of labor difficulties. The first 
is to keep in touch with the trends in employee policies that 
are developing all about him. One of these trends, obviously, 
is the shorter week. Any plant that is not truly endeavoring 
to bring its work week down to approximately 40 hours is 
storing up trouble for itself later. 
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Better Industrial Housekeeping 


Perhaps it has been overlooked that advertising also can 
play a very great part in the job of creating public under- 
standing of our banking system. Let me urge that it is just 
as important to develop good will and understanding in the 
public mind as it is to sell your service. The greater that 
understanding the easier it will be to sell your bank. 

We have all had contact with the people, in some way or 
another; and we know that the easiest person to talk to is 
one who is informed. If a person is not informed, our first job 
is to inform him and in so doing we increase our chances of 
obtaining his support. Only by this process can you hope for 
an increased return on your advertising dollar—Tuomas J. 
Krpnart, President, Financial Advertisers Association, be- 
fore the NATIONAL ASSOCIATION OF MUTUAL SAVINGS 
BANKS. 


Advancement 


oral interview, too. Do I point out an extreme case? Not at 
all. I am sorry to relate that it happens time and again. 
And this very process of elimination often results in less 
brilliant men moving ahead because they are more pains- 
taking in their expression. 

The man who spends many weary hours of labor in the 
cultivation and perfection of his product is no better off 
than the man who loafs or goes on relief, if he has not the 
ability to sell that product when it has been produced. 
So, too, the young man who spends many years in technical 
training has wasted his time unless he has also remembered 
to cultivate the art of selling himself and learns how to 
speak intelligently, concisely and simply, and write the Eng- 
lish language. There is, of course, always the need for the 
fellow who knows the mechanics of his industry, but there is 
a greater need for that same fellow if he can translate this 
knowledge in a manner understandable to others. No 
bank, to my knowledge, has an over-supply of this type of 
employee. 

As a banker, a young man will have only two things to sell 
—service and money. The hardest job in the world is to try 
to sell service; and today, more keenly than ever, bankers 
realize that the selling of this service is so highly competitive 
that their salesmen—‘“ representatives”, in the banker’s 
parlance—must be well-trained, well-read and well-spoken 
for their jobs F. O’MEara, Assistant Vice-Presi- 
dent, The Public National Bank and Trust Company, New 
York, before the ForpHAM UNIVERSITY BusINEss Forum. 


Another trend is an enlivened consciousness on the part of 
labor and the public of the need for better working condi- 
tions in plants, including better plant housekeeping, better 
sanitary conditions and better heating and lighting. When a 
strike threat looms in a plant that is deficient in these mat- 
ters, the local newspapers and the public, generally, sympa- 
thize with the workers. 


91 


A third trend is the increasing hope of employees that 
they may some day be provided with steady work and se- 
curity in old age. Generally speaking, they understand the 
difficulties involved, but they want employers to show sym- 
pathy for the objective and do all in their power to bring it 
about. Employers of the future probably can and will do 
more to regularize their production so that stable, depend- 
able workers may have greater assurance of steady work. 
The Social Security Act and the monetary factors affecting 
it may be developed so that a limited security will be reason- 
ably assured for the aged and infirm. Both of these objec- 
tives are desirable if attainable. Employers would do well 
to give them sympathetic thought and attention and con- 
scientiously try to bring them to pass. 

The fourth trend is the demand on the part of employees 
for ways and means to reach their employers, without preju- 
dice, when they have a grievance. The employer who looks 
upon a complaint of one of his men as a nuisance or a per- 
sonal affront is not helping to make labor problems less acute. 
In my experience, about 95 per cent of the complaints of 
employees can be ironed out almost instantly once they are 
brought to the attention of the employer. The difficulty lies 
in getting the complaint up front. The employee doesn’t 
like to risk presenting it himself. He wants his co-workers to 
join with him so that any resentment which may be aroused 
will not fall on himself alone. This is where the demand for 
collective bargaining is born. 

On the other hand, the employer certainly cannot be ex- 
pected to settle a complaint before he hears about it. One of 
his hardest tasks is to determine what his men really think 
of their jobs. An employee will complain about the smallest 
thing to his fellow workmen, but will never make a peep 
about it to anyone in authority who has the power to correct 


it. Labor leaders are well aware of this employee psychology, 
It is, in fact, one of the sources of their power. 

Many of the larger plants in the country have tried hard 
to establish local means whereby grievances may be brought 
promptly to the attention of management. In every case, 
however, the means provided have been attacked by organ. 
ized labor on the theory that they are management domi- 
nated. Seldom do we hear them complained of because they 
afford a lower standard of wages, hours and working con- 
ditions than unionized plants enjoy. It has always struck me 
as strange that social reformers and public policy makers 
have not interested themselves in this perfectly apparent 
anomaly and asked for reasons why. 

In the small units, representing probably 90 per cent of 
the individual employing units in the country, local employee 
organizations have not been altogether practical. No more 
so have been labor unions. In these plants, employing 200 or 
less, the owner or manager usually knows every employee 
by his first name and is in a position to hear complaints and 
promptly rectify them. It rests with himself alone whether 
his employees look upon him with fear and distrust, or with 
confidence, esteem and affection. I can think of no one thing 
that would do more to stabilize employer-employee relation- 
ships in the country than for the managers of these so-called 
small shops to develop proper wage, hour and working con- 
dition policies in their plants. If they should do so I feel that 
the fear of labor domination in this country would disappear 
very quickly. 

No labor movement can gain large political power if its 
influence does not reach the small units of industry spread 
far and wide.—James W. Hook, President, New England 
Council, before the CHAMBER OF COMMERCE OF THE UNITED 
STATES. 


Life Insurance Investinent Pattern 


HE main investment objectives of all life insurance com- 

panies are the same. Policies in achieving these objectives 
may vary in individual companies but in the main their in- 
vestment policies follow the same general pattern. 

This general pattern may be interrupted, however, from 
time to time, or changes therein may be found necessary be- 
cause of new influences affecting the kinds of investments 
the companies normally seek to make. I have in mind two of 
the new Federal agencies, the activities of which are now in- 
fluencing the urban mortgage market. The Home Owners 
Loan Corporation, designed for emergency assistance to 
distressed mortgage debtors, undoubtedly performed a val- 
uable service, and it is partly due to its activities that the 
city mortgage loans in the hands of life insurance companies 
show marked reduction. 

Few if any will disagree with the view that the initial pur- 
pose of Titles I and II of the Federal Housing Act had merit. 

However, unlike the Home Owners Loan Corporation, 
whose loaning operations were discontinued when the emer- 
gency had passed, the National Housing Administration 
(F.H.A.) appears to have permanently entered the urban 
mortgage investment field with an easy money policy, the 
outcome of which is open to doubt, as witnessed by the 
morass of debt which the farmers of the country got into a 
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few years back as a result of the abundant easy credit avail- 
able during the decade of the twenties. 

Another influence has been the amendments to the na- 
tional banking act which have broadened the field for na- 
tional banks in the mortgage market with the result that 
investment opportunities in that market for life insurance 
companies are correspondingly curtailed. 

Reference to another new instrumentality of the Govern- 
ment which now exerts an influence on investment securities 
may be pertinent. Large investors, and particularly life 
insurance companies, have always sought complete and 
authentic information regarding the operations of enter- 
prises whose securities were under consideration for invest- 
ment. The supervision of the Securities and Exchange Com- 
mission has done much to standardize and improve and to 
make more comprehensive the information now made 
available through the medium of registration statements. 

It is to be hoped, however, that time will bring about 
better coordination in the internal operations of the Com- 
mission, to the end that its regulations may in some respects 
become less onerous to corporations required to file regis- 
tration statements——O. J. ARNOLD, President, North- 
western National Life Insurance Company, before the 
CHAMBER OF COMMERCE OF THE UNITED STATES. 
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Banks and Bonds 


— many powerful inflationary forces that will push up 
the price level have not yet gotten into full swing and we 
are now in a temporary period of monetary and credit glut 
and resulting low interest rates, like that of 1915, which 
usually precedes a strong upward movement of commodity 
prices, a movement that is almost invariably followed in 
turn by advancing interest rates. 

When there is a strong upward movement of commodity 
prices under the impact of inflationary forces, no cheap 
money policy on the part of the Government can prevent a 
rise in interest rates. At such times a cheap money policy 
causes an expansion of bank deposit credit of an inflationary 
character which pushes up the level of commodity prices 
and in doing so aggravates the rise in interest rates. As the 
interest rate increases with the rising price level, the market 
prices of bonds will decline because their coupon rates will 
be capitalized at this rising market rate of interest. The 
longer the maturity of the bonds, other things being equal, 
the greater will be the decline in market price. This principle 
will apply to Government securities as well as to those of 
corporations. 


GOVERNMENT BOND SUPPORT 


IF it is argued that the Government will maintain the 
market value of its bonds because it must conserve its credit 
and be prepared to continue to finance on favorable terms 
further deficits, the question arises: How can it do so? Unless 
it should refund its bonds at higher coupon rates, a process 
that would be costly and politically unpopular, the only re- 
course it will have will be either directly or through agencies 
under its control to buy the bonds at or near parity when 
they are offered for sale. 

But the supply of long-term Government bonds outstand- 
ing is enormous, and since the Government is continuing to 
run a deficit it has very little money with which to buy them. 
Its stabilization fund of two billion dollars is very inadequate 
and likewise its inactive gold supply. The stabilization fund, 
moreover, is needed for other purposes. Its old-age pension 
reserve is still very small and for the immediate future would 
be of little use for this purpose. The only other recourse is 
practically to monetize the bonds which was essentially the 
policy followed by Germany in its great postwar inflation. 

By monetizing the bonds I mean making them practically 
convertible into bank notes or bank deposit credit through 
the Federal Reserve banks and the member banks. The 
mechanism might be for the Federal Reserve banks to buy in 
the open market all bonds offered to them at parity and to 
pay for them by Federal Reserve notes, by Federal Reserve 
bank notes (whose issuance would be renewed), or by Fed- 
eral Reserve deposit credit, the bonds in turn being the 
security for these notes and this deposit liability. Or the 
Government might restore to the national banks the old- 
time privilege of issuing national bank notes against Govern- 
ment bonds. In these cases, the notes would be secured by 
the bonds and the bonds would be payable in the notes. 

The restrictive provision of legal reserve requirements 
could be suspended under the plea of emergency conditions, 
as they were during the postwar inflation in Germany. This 
process would be strongly inflationary and would push up 
commodity prices to higher and higher levels. The Govern- 
ment would be holding down the interest rates on its own 
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securities by a process that would be boosting commodity 
prices. The advance in commodity prices would carry up 
with it market rates of interest. 

If the Government maintained the price of its long-term, 
low-couponed bonds in this way their yield would get 
progressively smaller relative to the advancing yields on 
other high-grade, long-term bonds. Every owner of these 
Government bonds, except the banks that were in position 
to monetize them, would hasten to sell his bonds to the 
Government or to the banks in order to get the funds with 
which to buy other bonds that would give higher yields. In 
this way the Government bonds would soon all be back in 
the hands of the Government or in the hands of the banks 
that were monetizing them. This is essentially what hap- 
pened in Germany. The Government bonds would be main- 
tained at parity in a dollar of continually depreciating value 
or purchasing power; other high-grade bonds not having 
such Government monetization support would decline in 
price, while commodity prices, the cost of living, prices of 
real estate and equity securities would rapidly advance. 

Such a policy of practical monetization of the public debt 
might for a short time be the line of least political resistance 
for the Government, but, in the long run, it would be a most 
disastrous policy to follow if the lessons of postwar inflation 
in Europe are of any value. 

If we have serious inflation and the dollar greatly depreci- 
ates and thereupon the bank debtors pay the bank their 
debts in a cheap dollar, the banker merely turns around and 
pays the same cheap dollar to his creditors—the depositors. 


STOCKHOLDERS’ DOLLARS 


THERE is, however, one exception to this rule, namely, that 
of capital funds comprising capital, surplus and undivided 
profits. These represent proprietorship. They constitute the 
stockholders’ stake in the bank. Any losses in terms of 
dollars must first fall upon them. When the dollar in which 
they are invested depreciates in value there is no compen- 
satory factor. Depreciation here constitutes a net loss to the 
stockholder. Even if the bank maintain the dollar value of 
its capital funds, the stockholders lose because the purchas- 
ing power of the dollar declines. 

As the dollar depreciates in value the interest rate ad- 
vances and the value of the bank’s portfolio of long-time 
investment securities correspondingly declines. This means, 
in terms of dollars, a net loss to the bank which may very 
well greatly reduce or even wipe out the bank’s net worth. 

As to how to meet this situation I have only two sugges- 
tions to give: First and foremost, as American citizens, fight 
inflation by insisting upon a balanced budget for the national 
Government and by demanding discontinuance of half-baked 
monetary experiments. Second, as bankers, carefully dis- 
tribute the maturities of your investment portfolios, keeping 
at a minimum the more distant ones. Do not be too confident 
that the rise in interest rates which I am predicting will come 
slowly and with adequate advance warning. There are some- 
thing like 15,000 banks in the country, nearly all of which 
are holding substantial quantities of long-time bonds, and it 
is possible that the band wagon may be somewhat crowded 
if they all try to get on at once.—Proressor Epwin W. 
KEMMERER, Princeton University, before the CALIFORNIA 
BANKERS ASSOCIATION. 
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A short twenty-five 
years ago the few adven- 
turers who owned auto- 
mobiles ‘‘had to get out 
and get under” with 
annoying frequency. 


And the checks they 
mailed in payment of bills 
incurred in remote dis- 
tricts bore three toadozen 
bank stamps on the back 
when finally presented 
for payment. 


Banking has kept pace 
with invention and in- 
dustry. Today circuitous 
routing of checks is as 
out of date as a 1912 
automobile. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . $30,000,000 
Member of Federal Deposit Insurance Corporation 


What to Do 
with Realty 


me still own a large amount of 
real estate which must be sold. But 

we must not lose sight of the fact that in 
almost every sale a new mortgage is in 
volved and we therefore find ourselves 
continuing to possess first mortgages on 
properties where defaults have so re. 
cently occurred in prior mortgages. 

Obviously, if we must hold these 
mortgages, we should see to it that dur- 
ing our tenure of ownership the physical 
assets are put in good condition. 

Savings banks generally are disposing 
of their real estate at better prices. If 
they follow a policy of rehabilitating 
buildings which they are obliged to 
acquire, they will find, I am sure, this 
policy the wise one, because it increases 
the income during their ownership and 
in most cases stops a loss after expendi- 
tures. Also, properties will sell quicker 
and for better prices. 


ATTRACTING BUYERS 


IF we are to interest buyers, we must 
offer them not scattered vacant lots, 
old tenement houses from which the 
tenants must be evicted, or properties 
boarded up and vandalized, but some- 
thing that shows a reasonable income on 
the cost to the purchaser and an op- 
portunity for an enhancement in value 
when market conditions are more favor- 
able. 

One of the great difficulties we have 
in our real estate dealings today is with 
the buyer who for reasons best known 
to himself, makes offers through brokers 
for the purchase of a parcel of real 
estate. Aside from the trouble he puts 
the broker to in analyzing the offer for 
him and submitting his proposal to the 
owner, the institutional owner is obliged, 
due to the limitation of its powers, to 
consider and to submit such offerings to 
its trustees. A great deal of time is spent 
by the officers of the institution in doing 
this, only to find, when an acceptance is 
given, that the borrower has changed 
his mind. 

May I suggest that wherever possible 
a written offer be obtained from the 
would-be purchaser. Even though this 
may not accomplish what we aim to do, 
namely, to hold him to his bargain, it 
will eventually comprise a list of those 
persons who are wasting our time.— 
CHARLES G. Epwarps, President, Cen- 
tral Savings Bank, New York, before 
the Management Division, REAL Es- 
TATE BoarD OF NEw York, INC. 
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HE KNOWS WHERE FIRE HAZARDS LURK 


An IRM fire-prevention engineer can 
quickly locate the places where fire is apt to 
start on your premises. He can also tell you the 
best way to eliminate these danger spots so that 
you may be eligible for IRM insurance. If you 
become a policyholder with this growing group, 
you will have the benefit of his frequent visits — 
each call meaning that there will be less likeli- 
hood of fire interrupting your business and 
causing you possible loss of customers. 

Because fire-prevention is a basic factor of 
IRM insurance, absolutely sound idemnity is 
obtainable at minimum cost. Only the best risks 
are accepted; consequently losses are less fre- 
quent, and the resulting savings have been 
returned to policyholders in the form of divi- 
dends at the rate of 25% per annum since 
organization. 

A record of prompt payment of losses makes 
= IRM protection the type to which insurance 
=\ buyers everywhere are rapidly turning. 
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YORE 60 John Street, New York 

the IRM group of old established, legal reserve companies: 
Central Manufacturers’ Mutual Insurance Co., Van Wert, Ohio Millers Mutual Fire Insurance Assoc. of Illinois, Alton, Ill. 
Grain Dealers National Mutual Fire Insurance Co., Indianapolis, Ind. Millers Mutual Fire Insurance Co., Fort Worth, Texas 
Indiana Lumbermen’‘s Mutual Insurance Co., Indianapolis, fad. Millers Mutual Fire Insurance Co., Harrisburg, Pa. 
umber Mutual Fire Insurance Co., Boston, Mass. National Retailers Mutual Insurance Co., Chicago, Ill. 
Lumbermen‘s Mutual Insurance Co., Mansfield, Ohio Northwestern Mutual Fire Assoc., Seattle, Wash. : 
Michigan Millers Mutual Fire Insurance Co., Lansing, Mich. Pennsylvania Lumbermen’s Mutual Fire Insurance Co., Phila., Pa. 
Mill Owners Mutual Fire Insurance Co. of Iowa, Des Moines, lowa Pennsylvania Millers Mutual Fire Insurance Co., Wilkes-Barre, Pa. 


Western Millers Mutual Fire Insurance Co., Kansas City, Mo. 


June 1937 
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‘(STOCK COMPANIES) 
These Companies write practically all forms of Insurance, except Life 


\ The UNION 
GROup Ccupie, @ leading Positio, 
"Mong iting insg. 
les financia] Position, Is un 
MeStioney 
The Group has__ 
A STRONG CAsy POsmon, 
MESTANT OF SHOpr 
TERA, UNITED STATES 
AND OTHER SHOpr TERN, 8ONDs 
A Wey, DIVERS Lisr OF OTHER 
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